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FOREWORD 


Dr. Cohen’s substantial monograph might be described as a study in the 
morbid anatomy of a warlike state, nnth appropriate clinical records in the 
form of charts and tables. It is a carefully documented account of the 
economic development of Japan from 1937 up to 1949, and is therefore of 
peculiar interest from several points of view. It describes with much 
statistical evidence a remarkable experiment in planned industrial expansion 
prior to 1941, and this is a piece of work which will be welcome to students 
of economic history for purposes of comparison with similar experiments in 
other countries.- It continues with an interesting survey of the war years, 
showing the successes and failures of Ja])an in planning, controlling, 
financing and developing her war industries, meeting emergencies and cop- 
ing with appalling problem’ of labor and munitions and food supply as the 
Allied war effort gradually and relentlessly wore her down. This, together 
with detailed studies of separate industries, shipping and agriculture, pro- 
vides material valuable not only to the economic specialist but to the general 
reader interested in the political aspects of preparing and operating a war- 
time eeonomy by totalitarian methods. 

In pursuing his investigations Dr. Cohen has enjoyed an advantage which 
does not often fall to the lot of economie writers dealing with Far Eastern 
problems. Not only has he been able to use a ma's of Japanese statistics 
and to scrutinize them in the light of information subsequently collected by 
specialists on General MacArthur’s staff, but he lias also profited by dis- 
cussion in Japan with officials and industrialists who were themselves active 
participants in the events which he describes. 

He has also made good use of the important documents issued by the 
United States Strategic Bombing Survey, together with the two volumes of 
interrogations prepared by the United States Navy. These provide much 
more than economic data, for they report the view’ of 'Japanese naval and 
military officers and rc’ponsible civilians of the cau’cs and conduct of the 
war. 

The reader’s attention may be especially drawn to the author’s careful 
discussion of the parts respectively played by air, sea and land operations 
in the destruction of Japan’s power to wage war. His quotations from 
evidence given upon interrogation by a number of competent witnesses are 
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also interesting, though he would no doubt agree that their evidence would 
have been more valuable had it been obtained by skilled cross-examination. 

The economic facts as set forth and interpreted by the author need nq„ 
special comment here. On the whole they speak for themselves, and mqp{ 
readers will agree with his general conclusion that Japan made a cardinal 
blunder by overestimating her own capacity and underestimating the capa- 
city of her enemy. Dr. Cohen goes further, and observes that “ common 
misunderstanding led to a war which should never have been fought, for 
one side could not win and the other could not lose ; and in such circum- 
stances disagreements rarely culminate in war.” This is a proposition 
which will perhaps be denied by some of his readers, but it raises questions 
which seem to me to impart a special interest to his book. 

Judging by' results it is clear tluat when the Japanese decided to attack a 
nation with perhaps ten times their own industrial economic and military 
potential they made an economic miscalculation of the first magnitude. 
They not only misjudged the strength of the enemy, but they prove to have 
overestimated their own power. But decisions to make war arc based also 
on political judgments, and the validity of these is much more difficult to 
assess. .\s Dr. Cohen note* at the end of his first chapter, the leaders of 
Japan did not blindly lead their country into war without hope or prospect 
of siicces*. Examined in retrospect their policy turns out to have been 
based upon mistaken assumptions and executed with insufficient foresight; 
but at the time when their decision was taken it wa« not irrational. They 
counted upon certain favorable circumstances to off.set their own recognized 
deficiencies — the defeat of Russia and Great Britain and the prospect that, 
having rapidly conquered great territories in A'ia, they could make a com- 
promise peace with the United States which would leave them with a sub- 
stantial portion of their gain*. Of course they were wrong. But the de- 
feated country is always wrong — when it is defeated. 

Much that the author has to tell us illuminates the wartime scene in 
Japan. Naturally he dwells mainly on the fatal economic blunders made in 
the course of the war. He paints a grim picture of inter-service quarrels, 
overlapping and inconsistent controls, errors and hesitancies usually 
ascribed to irresolute democracies. He certainly demonstrates that, despite 
their reputed gift for careful and strict organization, the Japanese army, 
navy and civil service were not able in practice to make good use of their 
unlimited powers. There were many faults in that seemingly solid struc- 
ture of authojdtyUand it is consoling to think that a monolithic state can 
hide such grave weaknesses behind a sinister facade. But perhaps it is not 
wise to count upon the failures of an enemy, for most of the mistakes and 
shortcomings recorded here of Japan can in gi’eatcr or less degree be 
matched in the record of all belligerents at all times. 

Dr. Cohen’s last chapter deals with Japan’s post-war problems and brings 
the -tory down to the latter part of 1948, thus covering three years of occu- 
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pation by the Allied Powers. It is in many respects not an edifying story, 
but frequently one of miscalculations and setbacks against a background 
of inherent difficulties, some natural, some artificial. The Japanese economy 
was always an economy of scarcity, and by the date of the surrender it was 
not only distorted by war and the preparations for war, but had sustained 
great physical and moral damage d((l>was almost at a standstill. Con- 
fronted with this situation the occupying authority and the governments by 
which it was directed would, one might suppose, direct their attention at 
once to the restoration of a tolerable standard of life, as a foundation for 
their plans of political reform. But with great ideological fervor and a 
conspicuous lack of wisdom they proclaimed intentions which were quite 
incompatible one with another and, as a whole, impossible of realisation. 

The Japanese were at the same time to be kept on short commons — 
whether as a punishment or a precaution is not clear — and to be persuaded, 
cajoled or even forced to adopt democratic principles in their social and 
political life. Their commercial and industrial organisation — or what was 
left of it — was to be radically altered because it was held to be the root and 
cause of Japanese belligerency; but it wa.<! not decided nor has it yet been 
decided what should be put in its place. The Japanese were to pay thump- 
ing reparations— first a lot, then a little, and then scarcely any. Their 
foreign trade was first to be limited, on a mixture of grounds, partly politi- 
cal, partly strategic and partly competitive; then it was to be expanded for 
a set of different reasons. It took a long time for the occupying authority 
to accept the patent fact that, as all previous history shows, Japan could 
not support her population without imports which she could scarcely pay 
for by exports. 

Recovery was impeded, it is true, by wrong-headedness, apathy, and 
probably fatigue on the part of the Japanese themselves, but also by divided 
counsel and conflicting purposes among the Allies, to say nothing of more 
than average incompetence in some branches of tiie Allied military govern- 
ment. One must make allowance for the great difficulty, one might almost 
say the virtual impossibility, of the tasks which confronted these officials. 
It is doubtful whether even a headquarters staff composed entirely of arch- 
angels could have solved Japan's problems in short order, given the con- 
ditions in which the Supreme Commander exercised his authority by passing 
directives to the Japanese Government, which they sometimes could not, 
sometimes would not, fulfill. This kind of undefined and undefinable dual 
authority does not make for sound administration or even for sensible plan- 
ning; and it is not to be wondered at that the record shows failures which 
are not entirely offset by successes. This may seem a harsh judgment, but 
the fact remains that there has been much vacillation, much inconsistency 
in the economic policy pursued by the Allies in Japan. No lack of earnest 
and zealous labor, indeed, but incommensurate results. 
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This is not the place for a discussion of the policy of democratization 
which has been energetically, if at times unrealistically, pursued; but it is 
pertinent to observe that parliamentary democracy was born and nourished 
in the West in relatively favorable economic conditions. It may be that 
hungry, ill-clothed and worried men in some countries will pour their ener- 
gies into a struggle for political freedoms; but it is extremely doubtful 
whether Japan is one of those countries. Dr. Cohen's concluding passage 
points out that the key to the recovery of Japan is her foreign trade, and I 
suspect that it is also the key to her domestic policies. Even granted the 
wisest planning and execution, the outlook is discouraging, for until, as Dr. 
Cohen notes, there is stability in the rest of Eastern Asia, the Japanese 
economy cannot be restored to a point where it can support a growing popu- 
lation of eighty million on even a raode^t standard. 

Dr. Cohen’s book is a major contribution to the series of studies on the 
problems of postwar Japan being prepared as part of the international re- 
search program of the Institute of Pacific Relations. Volumes already pub- 
lished in this series include Xew Paths for Japan by Harold Wakefield, The 
Allied Occupation of Japan by Edwin AI. Martin, Prospects for Democracy 
171 Japan by T. A. Bisson, and a brief monograph, Japan's Textile Industry 
by John R. Stewart. Forthcoming studies include “Japan — Enemy or 
Ally? ” by W. Macmahon Ball, “ Labor Problems in Japan ” by Miriam S. 
Farley, and " Japan’s Agricultural Problems ’' by Andrew J. Grad. 

Although this study is issued under the auspices of the International Secre- 
tarwt of the Institute of Pacific Relations, it should be noted that the author 
is solely responsible’ for all statements of fact or opinion presented in the 
book. 

G. B. S.^xsoM 

International Research Chairman, 
Institute of Pacific Relations 

New York 
December, 1948 
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One of the main theses of six-sevenths of this volume is that the ever- 
enveloping American blockade of Japan, by shutting off essential supplies 
of industrial raw materials, brought Japanese war production to a virtual 
standstill before the main weight of the strategic air attack was delivered, 
and thereby made it impossible for Japan to continue the war. I first be- 
came convinced of this view when, as one of the Navy’s Japanese Lanpage 
Officers, I was assigned to the United States Strategic Bombing Survey in 
Japan and was instructed to delve into the files of the former Japanese 
Munitions Ministry, particularly its mobilization plans. They told an 
amazing story, which I have attempted to summarize in the pages that 
follow. 

, The last chapter surveys Japan’s economy in the three postwar years 
under the Occupation. The three key economic facts liave been the basic 
reforms, the rapidly mounting inflation and the slowly increasing, but still 
low level of production. Basically Japan’s recovery remains dependent 
upon a very considerable expansion of her foreign trade and this awaits 
stability and recovery in all Asia. Japan cannot recover in a Far Eastern 
vacuum. 

In the early days of the Occupation, Japanese .stati.stics were with com- 
plete justification denounced as roundly as war criminals. One of the most 
restrained and carefully considered comments is to be found in the “ Pre- 
liminary Report on Japanese Statistical Organization by the Statistical 
Mission to SCAP of the Division of Statistical Standards of the U.S. Bureau 
of the Budget 

Japanese official statistics arc plentiful, upon a wide variety of subjects. A 
large proportion of these have been characterized as inferior in quality by 
American statisticians employed by SOAP. When examined below the 
“ face of returns,” they have not satisfied accepted technical standards of 
objectivity, accuracy and adequacy. . . . Japanese statistics appear to the 
foreign critic as immature and naive ... it is also probable that these sta- 
tistics have been employed more often as weapons than as tools. 

For the almost inevitable errors to be found in the mass of statistical data 
in this volume, the indulgence of the reader is asked in advance. He 
should imagine himself at a desk in the Meiji Building with several con- 
flicting sets of data on a given economic factor. Naturally, the first step 
is to summon the compilers of each scries and interrogate them, but un- 
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fortunately the No. 1, No. 2 and No. 3 men have been swallowed up in the 
Japanese hinterland and the always-endeavoring-to-be-obliging No. 4 
assistant obviously doesn't know the answer. “ Besides, basic records all 
burnt — so sorrj’.” One can only plead that an occasional inexact statistic 
cannot negate the broad logic of apparent economic trends. 

The preparation of this volume over a period of three years would not 
have been possible but for the aid and kindness of a surprisingly large 
number of people in Japan, in Washington and in New York. Space per- 
mits proper acknowledgement to only a few. In Japan, H. Irie, formerly 
of the ^Munitions Ministry, Saburo Ohkita of the Research Bureau of the 
Foreign ^linistry, Shigeto Tsuru. formerly of the Foreign Ministry, later 
of the Economic Stabilization Board, Chigoro Sugiyama of the Ministry 
of Finance, Yuso Morita, formerly adviser to the Bank of Japan, more re- 
cently chief of the Prime Minister’s Statistics Bureau, Yoshimitsu Asano, 
formerly of the Planning Bureau of the Finance Ministry, Iwao Ayusawa, 
formerly labor adviser to the Oriental Economist, and M. Hattori, formerly 
chief of the ^Mitsubishi Economic Research Bureau, were particularly 
helpful. 

To IMr. Franklin D’Olier, Chairman, Paul H. Nitze, Vice-Chairman, 
Milton Gilbert, Paul Baran, Richard Ruggles, W. Park Armstrong, T. A. 
Bisson. Russell Dorr, Laurence Bridge, Gerald Stoner and Leonard Tj'son, 
and to all my other colleagues of the Bombing Suiwey, must go the humble 
acknowledgment that without their combined efforts the basic facts in this 
volume could not have been gathered. . The excellent work of the Survey in 
unearthing and evaluating =o vast a collection of data on Japan in so brief 
a time was little short of phenomenal. 

In Washington I have had the aid and counsel of Dr. Warren Hunsberger, 
chief. Jack Lydman, William G. Jones, Martin Hirabayashi and Stanley 
Nchmer, all of the Japan Branch, Division of Research for Far East, U.S. 
Department of State. Dr. Hunsberger read the manuscript most carefully 
and made numerous helpful suggestions. Professor Corwin D. Edwards, 
now of Northw'estern University, and Raymond Vernon of the International 
Resources Division of the Department of State were kind enough to answer 
questions. I am particularly indebted to Ralph Hirschtritt. now with the 
Office of International Finance, U. S. Treasury Department. 

Whatever merit this volume may have is in great part due to the guidance 
of Professor Carter Goodrich, Chairman of the Department of Economics of 
Columbia University, who sponsored and read the manuscript. Thanks are 
also due Professors Arthur R. Burns, John Orchard and Nathaniel Peffer of 
Columbia University, and to ifrs. Gertrude Stewart, Secretary of the De- 
partment of Economics. 

For their judgment that this study warranted publication by the Institute 
of Pacific Relation.'! and for .':ub’equent advice and assistance, I am very 
much indebted to Mr, William Holland, Secretary-General, and to Sir 
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George Sansom, International Research Chairman of the Institute. My 
warmest thanks are also due to Miss Mary Healy and Mrs. Helen Schneider 
of the Institute who so carefully and painstakingly handled the publication 
arrangements. 

It should be noted that though the book is issued under the auspices of the 
International Secretariat of the Institute of Pacific Relations, I am solely 
responsible for all views expressed in it, except Sir George Sansom's intro- 
duction. The volume was written after my separation from naval service 
and completed prior to my appointment as consultant to the Division of 
Research for Far East, U. S. Department of State. It is, therefore, not to 
be regarded as necessarily reflecting either the views of the Navy or of the 
State Department. 

Finally, my deepest appreciation to my mother and father whose early 
sacrifices started me on this academic road, and to my wife for her constant 
and understanding encouragement and able assistance. 

Jebome B. Cohen 

New York 
December, 1948 
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Chapteb One 

A DECADE OF PREPARATION 

Make our country secure by military iireparatiom— 
encovrage and protect the people at home^ and then wait 
joT the time of confusion of Europe which must come 
eventually sooner or later, and although we have no imme- 
diate concern with it oihselves we must feel it, for such an 
event will agitate the nations of the Orient as well, and 
hence although our country is not mired up in the matter 
so far as Europe is concerned, we must become the chief of 
the On'enl— Viscount Tani,* 1877. 

By the end of 1941 Japan had completed a decade of planned industrial 
expansion and could look back upon a period of considerable achievement. | ■' 
Industrial output had risen from six billion yen in 1930 to thirty billion in 
1941. 

The early predominance of light industry over heavy had been com- 
pletely reversed. Heavy industry, which had constituted 38 percent of total 
industrial output in 1930, had by 1942 reached 73 percent of the total.® (See 
the following table.) 


CoMMH.vriVB Indvstbul Dcvelopmcst, 1930-42 



1930 

m 


mz 


Index oj 
Production 

Category 

Yen 


Yen 

% 

I'cn 

% 

Change 


mil. 

Vc 

mil. 

mil. 

mo-is 








19S0 = m 

Heavy Industry ♦ . . . 

. 2283 

38.2 

9,452 

57S 

23,335 

72.7 

1020 

Light Industry ♦♦ .. 

. 3.680 

61.8 

6.904 

42.2 

■8,795 

27.3 

240 

Total 

,. 5,963 

100.0 

16,356 

lOOO 

32,130 

100.0 

540 


* Heavy industry includes metal and metal refining, machinery, tools, shipbuilding, 
aircraft, ordnance, chemical, construction materials, etc. 

♦♦Light industry includes textiles, foodstuffs, printing and binding, clothing, toys, 
etc. 

Source: Kokunai Keizai Shiiyo Ko. 31. op. cit., p. 5. 

Without adjustment for price change it appears that, heavy industry ex-, 
panded tenfold over the period while light industry increased two and a half 

1 Quoted in Dulles, Foster Rhea. Forty Years of American Japanese Relations, New 

York and London, 1937, pp. 13-14. , 

2 Kokunai Keizai Shiryo No. 31, The Domestic Conversion to Heavy Industry in 
Recent Years, Research Bureau, Foreign Ministry (Gaimusho), Tokyo. 1945. 
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times. However, interrogation of Ministry of Commerce and Industry 
statisticians revealed that the value of output of certain textile mills, which 
had converted to war production prior to December 1941, was, nevertheless, 
added to the annual output figures of the textile industry. Therefore the 
total of light industry for 1942 should probably be decreased by about 10 
percent and the total for he^’y industry correspondingly increased. ^ 

If the data above, disregarding this correction, are adjusted for price 
change (deflated by an index of wholesale prices), it will be seen (in the 
following table) that heavy industry expanded fivefold while light industry 
showed relatively little change.^ 


COiMPASATlVE IkDUSTKI.AL DEVELOPMENT, 1930-42 
(in 1930 prices) * 



19S0 

1937 


194^ 


Index of 
Production 

CaUgory 

Yen 


Yen 


Yen 


Chanye, 


mil. 

70 

mil. 

% 

mil. 

% 

1930-49 







1930 = 100 

Heavy Industry . . . 

.. 2,283 

38.2 

7,160 

5.7.8 

11,845 

72.7 

519 

Light Industry 

.. 3.680 

61.8 

5,230 

42.2 

4,464 

27.3 

121 

Total 

.. 5,963 

100.0 

1230 

100.0 

16,309 : 

100.0 

273 


•Adjusted by an index of wholesale prices for Tokyo, 1930 = 100, 1937 = 132, 
1942 = 197. This is somewhat lower than the Ministiy of Commerce & Industry index 
of wholesale prices for the entire country (1930 = 100, 1937 = 141, 1942 = 218) . This is, 
of course, due to the greater competition in Tokyo. Mr. Ohkita of the Research Bureau 
of the Foreign Ministry argued that since most of the products of industry are first sold 
at wholesale in one of the four large urban centers of Japan, it was more realistic to use 
this index in deflating. 

Source; Kokunai Keiaai Shiiyo No. 31, op. cit., p. 7. 

Uyeda, writing in the mid-thirties, and utilizing the data of the 1930 
census, was led to observe, “ Thus the outstanding features of Japanese in- 
dustry are the prominent part played by the textile group and the relatively 
unimportant position of metal and engineering industries." ‘ In 1930 the 
textile industry accounted for 34 percent of industrial pr^uction but by the 
end of the decade this had dropped to 19 percent and by 1942 to 12 percent. 

Some of the basic heavy industries were built from the ground up in the 
thirties and by 1941, in terras of the Japanese perspective, had achieved 
significant proportions. The motor vehicle industry, for example, which in 
1930 produced only 500 units (cars, trucks, busses, etc.) reached a produc- 
tion level of 48,000 units annually during 1941. Only 400 planes of all types 
were produced in 1930. By 1941 the newly-created Japanese aircraft in- 


3See also The Future o/ Japan's Heavy Industries, by Goko, Kiyoshi, Chairman of 
the Board of Mitsubishi Heavy Industries, in Kedeo for March 1942. 

^ Uyeda, Teijiro, The Small hdustries of Japan— Their Growth and Development, 
Institute of Pacific Relations, New York, 1938. This is a compilation of a series of 
studies of various small industries made by Uyeda and diBerent associates in Japan, over 
the previous five years. 
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dustry was turning out over 5,000 planes a year. Domestic output of alu- 
minum ingot had risen from 19 tons in 1933 to 71,740 tons in 1941.® Other 
basic heavy industries were expanded in substantial degree. Ingot steel pro- 
duction in Japan proper rose from 1.8 million tons in 1931 to 6 8 million tons 
by 1941. Over the same decade coal production increased from 27.9 million 
tons to 55 6 million tons. Electric generating capacity in the home islands, 
which was 4.3 million kilowatts in 1930, leached 9.4 million kilowatts in 
1941. By 1940 the production of organic high explosives in Japan was 
greater than in the United States. Merchant ship production rose from 
92,093 gross tons in 1931 to 405,195 gross tons in 1937, the peak shipbuilding 
year of the decade. Naval shipbuilding rose from 15,050 gross tons in 1931 
to 231,990 gross tons in 1941. 

The progressive industrial expansion of Japan during the thirties, largely 
as a result of government stimulation of heavy industries,® provides an inter- 
esting contrast with industrial production in the United States over the same 
period, as seen in Table 1. 


TABLE 1 


Indices of Indosibul Pboooction for Japan and U S , 1929-39 


Year 

(1929=100) 

Japan 

United Slates 

1929 . 

1000 

1000 

1930 . 

94 S 

82,7 

1931 

921 

682 

1932 

978 

527 

1933 . 

1130 

62,7 

1934 

127.4 

68,2 

1935 

140.6 

79,1 

1936 

1502 

93,6 

1937 

1689 

102,7 

1938 

1747 

800 

1939 . 

1825 

982 


Souiee. StalisCical Bulletin oj the League o) Natzons, quoted in Japan-Manchukuo I'car 
Book, 191,1, p 359 


tons iriU be used tliioughout this study unless otheinise specided 
“Japanese mdustiy Iiom its veiy outset was nurtured in a virtual state incubator. 
E H. Noiman (see his Jopnn’s Emcgence as a Modern Slate, Institute of Pacific Rela- 
tions. New York, 1940, especially the section beginning on p 117, entitled “ The History 
and Influence of Stiategic Industries”) points out that indiistiial development m 
Japan lose out of military necessity— not to p'an toi foreign conquest but to prevent 
Japan fiom suffeimg tlie same fate, at tlie bands of ivestem poweis, as China In brief, 
he argues, Japanese industry was a state-sponsoied defense against western imperialism. 
Since Japan did not want outside capital and there was insiifiicient piivate capital at 
home, the government utilized its own resources and also encouraged the centralisa- 
tion of pinate capital in the hands of a financial oligaichy for more efficient use See 
also Mon, Kiichi, Nikon Shihonshugi Hallalm Shi Joselsu (Introduction to the History 
of the Development of Japanese Capitalism), Tokyo 1934, Kobayashi, Ushisaburo, 
Mihtmy Industries oj Japan, Tokyo, 1922, Biattei, Heibeit M, “Subsidies m Japan,” 
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Although both countries underwent great economic expansion during the 
first World War, Japan witnessed relative economic stagnation during the 
twenties. Over the six years from 1914 to 1920, Japan had enjoyed unpre- 
cedented prosperity. Imports of manufactured goods from the western na- 
tions had been cut off ; industry at home expanded to fill the gap. 

When the period of war prosperity ended in a severe worldwide reaction, 
Japan was plunged into acute competition with other countries. Industrial 
development slowed.'^ Over the decade 1920-30 there was only a 10 percent 
increase in the number of workers engaged in industry.® The index of in- 
dustrial production previously cited (see Table IJ, with 1929 as the base, 
stood at 69.1 in 1924. Exports, wliieh totaled 1.9 billion yen in 1920, were 
only slightly larger (2.1 billion ( in 1929. Total governmental expenditures 
showed virtually no change (1.4 billion yen in 1920, 1.6 billion yen in 1930) 
although the percentage of armament to total expenditures fell from 47.8 
percent in 1920 to 28.4 percent in 1930.” J 

The decade began with a -toek-uiarkct panic in March 1920. Then fol- 
lowed a series of bank failures in November and December of 1922 and then 
the earthquake of September 192^. Japan returned to the gold standard in 
1926 but encountered a financial panic in February and Wareh of 1927. 
The government declared a moratorium, and although the Bank of Japan 
guaranteed bank payments, fifty banks failed and the gold reserve of the 
Bank of Japan fell from 800 million to 425 million yen. It may be said 
that the crisis iu .fapan preceded the world panic of 1929 byitwo full years 
and there was little recoi'cry in the interim. Thus a comparative stock- 
price index, using 1921 as a ba>c (100), showed stock prices in Japan in 
1929 at 71.4, while the figure for Great Britain was 147.1 and for the United 
States 301.3. The average rate of dividend' of industrial finns, which was 
as high as 33.2 pciccnt in 1918, was reduced to 12.7 percent in 1921, to 8.8 
percent in 1928 and to 5 percent by 1931.”’ 

The nadir of the depression in Japan was J'cached in the last quarter of 
1931 and thereafter the economy expanded. September 18, 1931, marked 
the beginning of the .Japanese occupation of ^Manchuria. In December the 

in Pacific Afjain, Vol. 111. May 1931; Yokoi, Tokifujvi, Nikon Kogyo Shi (History of 
Japanese Industry), Tokyo. 1927, and Takao. Tsudiiya, “ War and Japanese Capitalism,” 
in Kaho, Vol. XX, No. 1. Tokyo, Juniiaiy 1938. 

r Takao, Tsucliij'a, The Uiblocy of Jn]mmc Imhishy. This is Volume 8 of a series 
in the history of modern Japan entitled “ Gendai Nippon Bunmei Shi ” published by 
Toyo Keizai Shimpo Sha, and is devoted to the development of industry from the Meiji 
era down to the beginning of Showa (1929). 

®See Uyeda, T., 1'hc Growth of Population and Occupational Changes in Japan, 
1920-35, Japanese Council. Institute of Pacific Relations, Tokyo, 1936, pp. 15-16. 

9 01raTasho Nempo (Annual Report of Uie Finance Ministry), Okurasho (Finance 
■Ministiy), Tokyo, respective years. 

19 The Depression of 1930 As It ASecled Japan, by Sludachi, Tetsujiro, Japanese 
Council, Institute of Pacific Relation.*, Tokyo, 1931. 
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gold embargo was restored, marking the final abandonment of the gold 
standard by Japan, and thereafter the depreciation of the yen gave Japan 
an added advantage in expanding her foreign trade.” Total trade rose 
from 2.3 billion yen in 1931 to 7.1 billion in 1940. Furthermore, the sharp 
growth in military expenditures provided an inflationary fillip which greatly 
stimulated the economy. The total Army and Navy budget rose from 434 
million yen in 1931 to 7,266 million yen in 1940. Army construction funds 
alone in 1937 were one and a half times the entire 1931 Army budget. The 
military budget, which was 29 percent of total expenditures in 1931, rose to 
75 percent of total expenditures in 1938, as the following table indicates. 


Miutarv Bhocet axd Total Expexoitubes, 1931-40 
(in ini]lion.A of )’on) 


Fiscal 

MilUai y 

Tolal 

M ilifary Budget as % 

Year 

Budget 

Eipcndilurca 

oj Total Expenditures 

1931 

434 

1,477 

29.4 

1932 

733 

1,950 

37,6 

1933 

873 

2,225 

39.2 

1934 

955 

2.163 

44.2 

1935 

1,032 

2.206 

468 

1936 

1,105 

2.282 

48.4 

1937 

3,963 

5,521 

71.6 

1938 

6,097 

8,084 

75.4 

1939 

6.417 

8,952 

71.7 

1940 

7.266 

11,033 

65.9 


Source; War, Navy and Finance JIini-lue^. 

Naturally military expemlitures on this scale could not be financed out 
of current tax revenues. .4.s a result deficit financing had to be employed 
and the total national debt outstanding rose from 6,819 million yen (do- 
mestic bonds outstanding = 4,476 million yen) on M.Trcli 31, 1931, to 31,- 
078 million yen (domestic bonds = 28.611 million yen! on Jlarch 31, 1941.” 
The necessity for absorbing this expan.-ion of the public debt, as well as 
meeting the capital demands of the expanding munition^ industries, led to a 
material increase in the expansion of bank credit despite a sharp decrease 
in the number of banks. IVhile the number of ordinary commercial banks 
declined from 782 to 186 between December 31, 1930 .and December 31, 
1941, deposits rose from 8.7 billion yen to 29.8 billion, loans expanded from 
7.0 billion yen to 16,0 billion, -cciirity holdings from 3.1 billion to 12.7 
billion yen. Over the same period the number of savings banks were re- 
duced from 90 to 69 but deposits rose from 1.5 billion yen to 5.5 billion 
while securities held jumped from 949 million yen to 5.0 billion. 


”The external value of the yen depreciated within a year by nearly two-thirds of 
its former gold value and about 40 percent in terms of the pound sterling. After the 
US. dollar depreciated in 1933-34 the value of the yen was equal to about 30 cents as 
against its 1930 value of 50 cents in terms of UB. gold dollars. 

42 For a discussion of Japanese public finance during the thirties sec Zaisei Ski (A 
History of Public Finance) by Hijikata, Seibi, Tokyo, 1941. 
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Perhaps the best summary picture of composite economic series over 
the decade may be obtained from the statistics of national income. Various 
estimates for the 1930-40 period are available. Table 2 presents all of them. 


TABLE 2 


SUMM.AET OF EsTIM.ATES OF NatIOX.AL INCOME OF JAPAN PROPER, 1930-41 


(in millions of ciinvnt yen) 


Esti- 

mate 

Year 

Cabinet 

Bureau 

0/ 

Statis- 

tics 

Taka- 

hnshi 

Oriental 

Econo- 

mist 

Hiji- 

kata 

Mitsu- 

bishi 

Eco- 

nomic 

Research 

Bureau 

Shi- 

bata 

Japan 

Eco- 

nomic 

Federa- 

tion 

U.S. 

State 

Dept. 

Japanese 

Ministry 

ol 

Finance 


(a) 

(h) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

(i) 

1930 .. 

10,635 

10,635 

10.276 

10.470 

10,470 


10.635 

10,224 


1931 .. 

9,473 

9,909 

10,133 

9,421 


9.185 

9,148 


1932 .. 


10,118 

10,257 

10,221 

10,080 


9,958 

10.338 


1933 .. 


12,045 

10559 

11.261 

11,776 


12,063 

12,117 


1934 .. 


13.268 

11,741 

12,738 

12551 


13,044 

13.019 


1935 .. 


14,794 

12544 

13599 

12517 


14565 

14,242 


1936 .. 


16568 

13578 

16.137 

15,800 

15,100 

16,319 

15,779 


1937 .. 


18500 

15.110 

19503 

20.000 

17,600 

20,475 

18,419 


1938 .. 




23,000 

21,300 

22.518 

20,682 

23.200 

1939 .. 






24,519 

25.910 

28300 

1940 .. 







29,606 

32,000 

1941 .. 

Sources 








34,781 

36,800 


(a) Naikaku Tokei Kyoko (Cabinet Bureau of Statistics), S/iowa Go Nen Ko- 
kumin Sholoku Choso Hohoku (Report of the Survey of National Income, 1930), 
Tokyo, 1934, p. 84. 


(b) Takahashi, Kainckichi, Scn.so To Nippon K"izai liyoku (War and Japan’s Eco- 
nomic Strength), Tokyo. 1937, p. 293 and pp. 6-7 of Appendix. 

(c) Toyo Keitai Shimpo (Oriental Economist). Tokyo, June 1939, p. 383, 

(d) Hijikata, Shigcyo-lii, Kokumin Sholoku No Kosei (The Component Factors of 
the National Income), Tokyo, 1933, p. 391. See also Keizaigaku Honshu (The Journal 
of Economics) publi^hcd bv the Tokvo Imperial University Economics Society, Tokyo. 
Vol. 4, No. 2 for 1930; Vol. 6. No. 8 for 1931. 1932 and 1933; Vol. 7, No. 11 for 1934 
and 1935. 


(e) Trade and Indiislry; Present and Future. Mitsubishi Economic Research 
Bureau, London, 1936, p. 82, and (g) for 1936, 1937 and 1938. 

(f) Keizai Ransa (The Economic Journal) publislied by the Kyoto University Eco- 
nomics Society, Kyoto. May 1939, pp, 21-22. 

(g) Nippon Keizai Remmei Kai (Japan Economic Federation), An Inquiry into 
the National Income o/ Japan, East .Asia Economic Intelligence Series, No. 1, Tokyo, 
October 1939, p. 48. 

(h) National Income oj Japan, U S. Department of State, Re.search and Intelligence 
Branch, R <fe A 2636. Wa-hington, October 1. 1945, pp. 84-87. 

(i) Kokumin Sholoku (National Income). Ministry of Finance, Tokyo, respective 
years. 


The best, conceptually, is that of the U.S. State Department though there 
is sufficient agreement in trend to permit generalized conclusions. On the 
basis of current prices, most of the gain came during the last half of the 
twelve-year period. This is due to the stepping up of government expendi- 
tures for war purposes and to the sharper rise in prices during the latter 
half of the period. IVliolesale prices, according to the official index, doubled 
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over the twelve years, but only 15 percent of the increase occurred during 
the first six years; the remaining 85 percent occurred in the last half. 

If the index of national income is adjusted for price changes (1930 
prices), it now appears that the gain in national income w'as evenly dis- 
tributed over the decade. The index of wholesale prices, however, does not 
cover the prices of services such as transportation, communication, finance, 
government, etc. Furthermore, the index is an average and conceals diver- 
gent levels for agriculture as against industry. As will be shown later, the 
index underestimates the extent of the price advance. Wore important, 
an index of “ real ” national income does not reflect the climate or tempo 
of the period in Japan It does not point up the inflationary expansion of 
the last half of the decade. The Japan Economic Federation study was 
widely publicized and those Japanese who read of the final figures (re- 
leased without the benefit of price adjustments) were impressed by their 
expanding economy. 

Probing further mto the composition of the national income, two inter- 
esting facts emerge. First, the percentage of output of home to factory 
industry fell from 27 percent in 1930 to 18 percent in 1939. Secondlyyagri- 
oulture’s share of the national income fell from 17 percent in 1930 to 12 
percent in 1941, while manufacturing rose from 27 percent in 1930 to 41 
percent in 1941. 

Both observations square with other known facts. Home industry flour- 
ished in the light industries. The relative decline of the light industries 
would cause a corresponding duninution of the proportion of home output 
to total output. Uyeda’s studies led him to conclude that in 1930, 53 per- 
cent of the total of those industrially occupied were working in small work- 
shops of under five person®.'^ By 1942 this percentage had declined to 20. 

With respect to agriculture, despite an increase of 6,945,567 in the Japa- 
nese population over the decade from October 1, 1930 to October 1, 1940, 
the agricultural labor force declined from 14,131,025 to 13,841,576.'* In 
1930, 48.1 percent of the total civilian labor force was engaged in agricul- 
ture. By 1940 this had declined to 42.6 percent. Moreover, the total figure 
docs not reveal the growing shift from male to female labor. Males consti- 
tuted 55 percent of the agricultural labor force in 1930 but diminished to 
47 percent in 1940. In addition, the male segment of the agi'icultural labor 
force in 1940 comprised a greater proportion of older men than in 1930. It 
is not unnatural, therefore, tliat the position of agriculture relative to an 
expanding industrial plant should have declined. 


See also Otsuka, I., “ The Suivival of Small Uadertakings m Japanese Industry ”, 
Kyoto University Economic Eevteijir, Vol. IX. No. 2. 

i*Naikaku Tokei Kyoku (Cabinet Bureau of Statistics), Kokusei Chosa Saishu 
Hokoku (Final Report of the 1930 Census), Toks-o; 1938; 1940 figures from census data 
of Rodo Kyoku (Labor Bureau), Koseisho (Mimstrj- of Welfare). 
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During the first half of the decade depressed conditions in Japanese 
agriculture, caused by a glut in the rice and silk markets, led peasant 
families to send younger members to the cities where wages were above 
those which could be earned on the farms. This kept expanding industry 
supplied with lalior and held urban wages to a low level. Real earnings 
declined, the index falling from 127 in 1930 to 115 in 1936. Takahashi de- 
clared: “The rise in wages and other improvements in labor conditions 
which ought otherwise to have accompanied industrial development did not 
occur in Japan.” 

Profits, in contrast to wage-:, rose sharph' during the first half of the 
decade. The index of corporate profits (1929 = 100) rose from 51 in 1930 
to 157 in 1936. For a representative sample of companies in manufacturing 
and mining, listed by one Japanc-c source, net profits as a percentage of 
capital rose from 5.2 percent in 1930 to 16.1 percent in 1936.'“ 

The military uprising of the ‘'younger officers” in February 1936 appears 
to have marked a definite turning point in economic affairs. Takahashi 
(Finance Minister from May 26, 1932, to February 26, 1936), who had 
initiated the " reflation ” policy in 1932 whereby mild deficits were in- 
curred to stimulate the economy, announced early in 1936 that recovery 
had been achieved and that the time had come to call a halt to inflation. 
He had also previously refused to grant niral relief funds to the Agriculture 
or Home Ministries and had rejected proposals to raise taxes on business. 
He was assas.sinated on February 26 and his successor proved more amen- 
able to theories of military economics. The Hirota cabinet was installed 
on March 5, the German-Japancsc ■' anti-coraintern ” pact was signed on 
November 25. The previous indulgent policy of the government toward 
economic affairs was changed to more strict regimentation. The mild 
“ reflation ” of the earlier period gave way to greater military expenditures, 
more rapid expansion of armament industries and a sharper inflationary 
spurt. The iManchurian Affairs Bureau, which had been established earlier, 
announced the beginning of the first Jlanchurian Five-Year Industrial Plan 
on January 1, 1937. The Cabinet Planning Board was established on May 
14” and the open war against China began on July 7 with the Marco 
Polo bridge clash outside Peiping. 


Takahaalii. Kamckichi. Faeton in Jaimn's Recent Industrial Development, Japa- 
nese Council, In-titute of Pacific Kclation>, Tokyo, 1936, p. 5. On this point see also 
ITycda, Teijiro, and Inokuchi, Tosuko, Cost of Living and Real Wages in Japan, I9I4~ 
1956, Japanese Council, Institute of Pacific Relations, Tokyo, 1936, pp. 19-21. 

Zaiktti Josef (Monthly Review of Economic Conditions), Mitsubishi 
Keisai Kenkyi Kyoku, Tokyo, March 1937, p. 8. 

'^Imperial Ordinance No. 192, promulgated May 14, 1937, provided for the organ- 
ization of a Planning Office (Kikaku-Cho). Ordinance No. 605, promulgated October 
23, 1937, was a revision of 192 and provided for a Planning Board (Kikaku-In). 
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During this period the Japanese economy began to show signs of strain. 
Industrial demand for raw materials proved a severe drain on Japanese 
foreign balances. Reinvestment of profits was no longer adequate for the 
accelerated industrial expansion and further resort was had to the capital 
market. At the same time, government demands were increasing and since 
the private banks were reluctant to purchase more government bonds, re- 
liance upon the Bank of Japan began to increase, with the new indebted- 
ness swelling the Bank’s note issue. 

Takahashi had kept the budget within 1,950-2,200 million yen. After 
his death it was doubled and then rose even more sharply to 18,700 million 
yen in 1941-42. He had considered 600 million yen a safe limit for gov- 
ernment deficits, but the deficit was increased to 1,500 million yen in 1937- 
38 and to 6,900 million yen in 1941-42. While he was Finance Minister, 
government deficits absorbed only one-twentieth of the national income but 
in the years of the China War (1937-41) they rose to between one-fifth and 
one-fourth. He had believed that the inflationary influence of government 
deficits could be minimized if banks and investment institutions invested 
the liquid funds they created in government bonds. This ‘‘ capital circuit,” 
he believed, would result in easy money and declining interest rates but 
would check an increase in Bank of Japan note issue. During the new era 
in Japanese fiscal policy, which his murder inaugurated, the note issue of 
the Bank of Japan rose from 1,767 million yen (December 31, 1935) to 
5,979 million yon (December 31, 1941). 

Bottlenecks of material and labor developed. Both prices and wages 
began an inflationary spiral, with the former leading. From July 1936 to 
June 1937, the Bank of Japan’s index of actual monthly earnings of indus- 
trial workers rose by about 6 percent. This was brought about in part by 
fairly extensive strikes but was also the result of the Army’s action in in- 
creasing wages of workers employed in its arsenals by 8 percent. In 1936 
an improvement of agricultural conditions carried the total value of Japan’s 
agricultural production to twice the 1931 level, resulting in a temporary dry- 
ing up of this source of manpower. An editorial in the Oriental Economist 
in September 1937 noted: ”. . . as we have repeatedly pointed out since last 
year, Japan's productive power at the present time is being employed to 
the maximum extent. This is especially the case with the metal and ma- 
chinery industries, where operation is at capacity in nearly all departments, 
and in many sections complaints of a labor shortage are already being 
made. . . .” 

The Japanese call the period, February 1936-June 1937, by the term 
“Junsenji Keizai” or “quasi-wartime economy.” In modern economic 
terminology it might be termed a period of full employment induced by 
deficit financing. 


18 Oriental EconomiH, September 1927, p. 510. 



10 JAPAS’s ECONOMY IN WAR AND HECON8TEUCTION 

The Pattern op Control 

The advent of war naturally brought with it the tightening of existing 
controls and the imposition of many new ones. Although there was some 
attempt, under Army pressure, to imitate the developing German control 
pattern,'” and the controls which wei’e adopted were basically common to 
all countries at war, they evolved by trial and error and were conditioned 
and molded by the interplay of broad pressure groups and economic limita- 
tions peculiar to Japan. 

The Army’s views on economic control in wartime were explicitly stated 
as follows: 

In order to meet the needs of the defense services in w'artime and to en- 
able them to devote the whole national strength to war operations, while at 
the same time keeping the national life untouched, it is of paramount im- 
portance to adapt all national activities to war conditions, to place man- 
power, material, and all other visible and invisible resources at the disposal 
of the government, and, thereby, to utilize them rationally and economically 
for war purposes. This is general mobilization. . . . The scope of general 
mobilization is far reaching. It includes guidance of national morale in 
time of war, supplementation of in.«ufl5cient resources, realignment of finan- 
cial organs, control and allocation of war materials, and other appertaining 
measures. 

In time of war, industries should be brought under national control with 
a view, first to supplying war materials, and then, to meeting the needs of 
the people at large. Unless industries are readily integrated into the war- 
time structui'e, it is inevitable that the nation's economy will be over- 
whelmed, the supply of materials will become uneven and scarce, and, as 
a result, tlie determination to fight out the war will be seriously impaired.”” 

Business, however, preferred autonomous control. This was a historic 
device. Japanese merchants early established a guild system (Kabuna- 
kama) for self-regulation. Price fixing and allocation of material became 
matters of course. In the ISSO's these guilds under a new name (Kumiai) 
were given legislative protection. Cartelization was encouraged as a means 
of rapid industrial development.”' In 1931 a Major Industries Control 
Law was passed, which gave governmental authority to industrial agree- 
ments that limited production and provided for the apportioning of orders 
among large-scale firms; for dividing production by quotas or areas; for 
the fixing of prices and control of distribution. Thus private cartel agree- 

’”Spe Blooh. Kurt, German InU/Cfi and Policies in the Far East, Institute of Pa- 
cific Relatione, New York. 1940; also Tanaka, Mitsugu, “Japan Must Learn from Nazis 
on Economic Control ” in Keizai Zasshi Diamond, Tokyo, December 1, 1940. 

“ Contempovaiy Opinions on Current Topics,” Tokyo Information Bureau, No. 
189, August 12, 1937, translated from the Japanese Army publication. Armies of Japan 
and Foreign Powers, 1937 edition. Excerpts from pp. 63-54, 60-62, and 65. 

”'See Honjo, Eijiro, Social and Economic History of Japan, Kyoto, 1935; also 
Uyehara, ,S., The Industry and Trade of Japan, London (revised), 1936. 
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ments under this law became legally enforceable. Cabinet ordinances 
issued by the appropriate Ministiy, following consultation with a Control 
Committee, designated the industries to which the law might apply The 
law was renewed for a second live-year term in 1936 and by July 1937 
Cabinet ordinances had designated over 100 branches of industry to which 
the control law was applicable. In August 1937, the law was revised to 
permit the formation of associations in any branch of industry with the 
approval of the prefectural governor. In addition, the Minister of Com- 
merce and Industry was now allowed to require both members and non- 
members of associations to abide by agreements, on application from more 
than two-thirds of the participants in an agreement, or from participants 
whose output or sales represented more than two-thirds of total production 
or sales. By the end of 1937 there were 1,172 industrial associations oper- 
ating under this law.“^ 

As a result of Army pressure, the Aimament Industry Mobilization Law 
of 1918 was made applicable to the China War, but since it provided only 
for control of munitions industries, the militarists kept pressing for the pas- 
sage of a complete mobilization law. The Konoye Cabinet, by the peculiar 
Japanese expedient of assuring the Diet that the law would not be applied 
during the China War, secured the passage of the National General Mobil- 
ization Law, over considerable business opposition.-* This law provided the 
basis for unlimited government control of industry. It was an enabling 
act which could only be enforced by Imperial Ordinance, but under its 
authority a great variety of ordinances were issued regulating all phases of 
economic life. The law, which consisted of fifty articles and was twice re- 
vised in 1939 and in 1941, empowered the government to regulate produc- 
tion, distribution, prices, wages, exports and imports, pay subsidies, build 
stockpiles, control capital issues, etc.“ 

From the standpoint of war controls, probably the most important ordi- 
nance passed under this law prior to 1942 was the Major Industries Control 
Ordinance of September 1941. Before examining the reasons for the adop- 
tion of this ordinance, its purpose and content, it would be well, however, to 
sketch very briefly the nature of a few of the other multitudinous and piece- 
meal control measures that were adopted prior to this Ordinance to indicate 
the nature of the mushroom growth of controls in the fields of foreign trade. 


^^Fujita, K., “Cartels and Tlieii Conflicts in Japan,’’ Jovmal of the Osaka I'niver- 
siiy of Commerce, Vol. 3, December 1935. 

-SFor a discussion of the growth of these associations, see General Condilwns of 
Kogyo Kumiai, Bureau of Industrial .Affairs, Ministiy of Commerce and Industry, 
Tokyo, January 1936. 

2* Law No. 55, effective April 1. 1938. 

-t>ror details, see “Wartime Legislation in Japan," Nippon Shogyo Taushin She, 
Tokyo, 1941, pp. 30-62. 
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finance, production and distribution, which led the Japanese to attempt to 
centralize and pull together the control measures in a coordinated "new 
economic structure " in the year prior to Pearl Harbor.^" 

Control of Foreign Exchange and Foreign Trade 

Japan found it necessary in 1937 to take realistic steps to control her 
foreign trade. By the end of 1936 a sharp upward movement in wholesale 
prices had set in which was accentuated by speculative hoarding after the 
outbreak of the war against China in June 1937. As a result, her export 
expansion began to slow down. The yen began to show signs of weakness. 
A falling yen would have raised the price to Japan of imported raw mate- 
rials, which she now set out in earnest to acquire. World raw material 
prices in 1937 were already booming. The development of Japan’s heavy 
industries brought greater dependence upon foreign raw materials. Being 
unable to borrow abroad, Japan could meet her unfavorable trade balance 
in only three ways: by increasing utilization of foreign-exchange resen'es, 
cuts m non-essential imports, or greater gold production. All three methods 
were utilized but the almost insatiable demand for raw materials, which 
were not only being utilized currently but which were also being stockpiled 
in large quantities, required drastic measures. 

^he trade balance was more adverse in 1937 than in any other year of 
the decade 1930-40.-’ If we consider, as did the Japanese, trade with the 
“ yen-bloc,” in tin's period, as part of the foreign trade of Japgn, the" adverse 
balance for 1937 amounts to 608 million 3 ’cii. (See Table 3 which does not 
indude exports to or imports from Eorea and Formosa.) If the trade of 
the Japanese Empire (Japan pr oper, Korea and For mosa) with the~rest of 
the world rmeluduig .Manchuria, A'orth China and kwantung Leased Ter- 
ritory) is analyzed, the adverse balance forTgSTTslotmd to be~635~mil lion 
ym. If the most lavorable possible view is taken and the trade of Japan 
proper with Korea, Fonn^a ajnl the 3'en^Tbc~is~consi3ered “foreign 
trade,” the adverse balance is stin^^ej;elsdivelyTrigli hgure oT 579 million' 
yen. 


2“ Control of maniiower and wages is consideivd in Cliaptcr 5, price control and 
rationing in Chapter 6. 

It has been demonstrated that this advci’-e balance was due to the price struc- 
ture. When the yen values of 1937 export- and import s are deflated by 1930 prices it 
becomes apparent that Japan actually exported more goods in 1937 than she imported. 
By 1937 import prices had risen sharply but export prices were still close to those of 
1930. See The Place oj Foreign Trade in Ike Japanese Economy, Intelligence Research 
Report. U. S. Department of State, August 29, 1946. OCL-2815, Vol. 1, Pt. 1, p. 26. An 
analysis of this type in terms of deflated values may be of use for some purposes but 
it docs not aid in an understanding of the motivation for the various trade-control 
measures the Japanese instituted because of the very real exchange and payment prob- 
lems they faced in view of their objectives. It hinders an attempt to understand the 
problem a; the Japanese then saw it. 
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TABLE 3 

Fomcif Tkabe op Japan Propeh,” 1930-41 
(in millions of yen) 


Fcor 

Exports 

Imports 

Balance 

1930 

1469.9 

1546.0 

— 76.1 

1931 

11471) 

1235.7 

- 88.7 

1932 

1410.0 

1431.5 

- 216 

1933 

1861.0 

1917.2 

- 563 

1934 

21719 

2282.6 

— 110.7 

1935 

2499.0 

2472.2 

-f 268 

1936 

2692.9 

2763.6 

— 70.7 

1937 

3175.4 

3783.1 

-607.7 

1938 

26890 

2663.3 

-h 26'.3 

1939 

33769 

2917.6 

-h 658.7 

1940' 

3655.8 

3452.7 

-1-203.1 

1941 

26508 

2898.5 

— 247.7 


"Includes Sakhalin. Includes exports to and imports from the “yon-bloc" (Man- 
churia, North (jhina and Kwantung Leased Territorj'). 

•>0063 not include exports to or imports from Korea and Formosa. 

Sources; 1930-1937, Nippon Gaikoku Boeki Nempn (Annual Return.* of the Foreign 
Trade of Japan), Okurasho (Ministiy of Finance). Tokyo, 1930-193S. 
1938-1941, Hompo Keitai Toket (Economic Statistics of Japan), Tokei Kyokii, 
Nippon Ginko, Vol. II. Tokyo, Januaiy 1947. p. 20. 

In addition to the unfavorable trade balance Japan experienced heavy 
outshipments of gold in 1930, 1931, and 1932 and as a result an Exchange 
CJoHirol Caw (Gaikoku KSwase Kanri Ho) was promulgated on March 29, 
1933, This gave the Minister of Finance broad and extensive powers over 
all foreign-exchange transactions but only moderate use was made of these 
powers prior to 1937. To prevent speculation in foreign exchange and the 
flight of capital, only foreign remittances, transactions in foreign securities, 
and exports without payment were subject to regulation. Foreign trade 
was not contr olled a nd no restriction was placed on the purchase or sale of 
foreign exchange to finance foreign trade. 

With the weakening of the yen toward the end of 1936, a new measure 
called Order Relating to Payments for Imported Commodities and to Re- 
strictions on Payments by Foreign Exchange Banks on Foreign Order 
(Gaikoku Kawase Kanri Ho Kaisei), based on the Exchange Control Act, 
was issued in January 1937. This order, the first in Japan for general im- 
port control, provided that payments for all imported commodities would 
have to be approved by the Minister of Finance, unless the transaction 
amounted to less than 30,000 yen per mouth. It was intended that the 
measure would expire at the end of seven months, but the sharp increase 
in the import balance during the following six months resulted in its exten- 
sion and the lowering on July 7, 1937, of the maximum limit from 30,000' 
yen per month to 1,000. In December this was again reduced to 100 yen 
per month. The law was also revised in September to permit the govern- 
ment to acquire or control privately-owned foreign assets. 
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At the 71st session of the Diet in July-August 1937, two new laws were 
passed. The Law Relating to Adjustment of Foreign Trade and Related 
Industries fBoeki Oyobi Kankei Sangj’o Chosei Ho) empowered the govern- 
ment to restrict or prohibit the export or import of any commodity upon 
consent of the Foreign Trade Coimeil. The Foreign Trade Association Law 
provided that the government might compel the establishment of exporters’ 
and importers’ associations, which later were used in administering distribu- 
tion quotas. 

The 72nd session of the Diet, held in September to consider problems 
arising from the inauguration of the war against China, passed the Law Re- 
lating to Temporary Measures for Export and Import Control (Yushut- 
Eunyuhin Rinji Soclii Ho). The con-sent of the Foreign Trade Council now 
became unnecessary and the government’s absolute power over exports and 
imports was reaffirmed. The first order under this new law was issued on 
October 11, 1937, and provided for prohibition of importation of 269 listed 
commodities ranging from cotton rags to luxury goods. In addition, certain 
other commodities, such as raw cotton and wool, could be imported only 
with permission of the Minister of Commerce and Industry. These lists 
were subsequently extended. 

With the enforcement of complete exchange control and selective pro- 
hibition of import, the adverse balance was converted into an export surplus 
in 1938. But as imports fell, exports fell, and the net result was an actual 
decline in capacity to import essential commodities. 

When this was perceived several things were done.'** In July 1938 a 
Foreign Exchange Revolving Fund of 300 million yen was set aside from 
the specie rcsen-e of the Bank of Japan to finance importation of essential 
raw materials. Further, a loss indemnification law for bank advances to 
exporters and to producers of export goods was also adopted. The dual 
control in foreign trade, that is. the licensing of imports by the Minister of 
Commerce and Industry and the permit system for transactions in foreign 
exchange under the Minister of Finance, was eliminated. 

In addition, the so-called “ link '' system of foreign trade was adopted. 
This was a scheme in which the volume of export goods wms linked with the 
volume of imported raw material going into the manufacture of the export 
goods. A designated volume of import was permitted on the condition that 
a designated volume of goods was exported. The system did not pennit the 
import of raw materials for domestic consumption. It authorized only the 
import of materials which when processed were to be exported as finished 
products. 

The link system was at first adopted according to categories of com- 
modities. The initial plan linked the export of soap with the import of fats 
and perfume. Export of woolen goods was linked with import of raw wool. 


*®See Harada, Takoo, "Preparations for Inlcrnational Trade Warfare” in Zaisei, 
Tokyo, January 1940. 
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The same was true of cotton goods and cotton, of rayon textiles and pulp, 
etc. The link system was adopted for cotton in July 1938. No cotton, ex- 
cept for special purposes, was to be used in goods for the domestic market. 
Because of difficulties encountered in linking cotton imports and exports on 
a quantity basis, the link system was changed to a value basis early in 1939. 
The impact of the system may be seen in Table 4. 

TABLE 4 

The Cotton Link Ststem 

Estimated Net Export and Import B.alance for Japan, 1936-39 
(in millions of j'on) 


Item 

1936 

lost 

loss 

1939 

Net Exports 

Cotton Yam 

.... 419 

56.3 

41.6 

70.9 

Cotton Cloth 

.... 5136 

599.7 

425.3 

404.4 

Cotton Mfga 

.... 1476 

1686 

104.8 

113.3 

.... 702.3 




Total 

8246 

571.7 

586.6 

Net Imports 

Haw Cotton (ginned) .... 

. ... 861.1 

858.0 

4446 

473.5 


— 

* 

— 

Export Balance 



127.4 

113.1 

Import Balanc'e 

. . . 158 6 

33.2 




Source; Japanese TSide Studies, Special Industry Analysis No. 34, Colton Textiles, 
United Stales Tariff Comniiasion, Washington, September 1945, p. 2. 

Exports to the yen*bloc did not come under the link system because they 
provided no foreign exchange. Since price levels in Manchuria and North 
China were, however, higher than in Japan itself, it was more profitable to 
sell in yen-bloc areas.™ For example, the disparity between export prices 
for cotton piece goods shipped to the yen-bloc and regular prices for cotton 
piece goods may be seen in the following table,™ giving the average for the 
first half of the calendar year: 

“Free Marketji I'eu Bloc 

Value per Index Value per Index 

sq.yaTdinsen 1936 = 100 sq. yard in sen 1936 = 100 


1936 163 100 19.5 100 

1937 19.9 119 32.4 166 

1938 18.6 111 24.6 146 

1939 15.8 94 45.9 235 

1940 21.0 125 32.1 165 


In order to correct this situation, the government enacted the Yen-Bloc 
Export and Import Commodities Control Law, in September 1939, which 
enabled it to restrict the volume of commodities exported. These restric- 
tions, however, brought about a sharp price advance in yen-bloc areas wdiich 
in turn brought about a further outflow of Japanese commodities to the yen- 
bloc, through smuggling, bribery, etc. Thereupon the Yen-Bloc Export and 

™ See “ Changes in Yen-bloc and China Trade under Wartime Conditions,” Too, 
Vol, XII, No. 2, Tokyo, March 1939. 

sc Oriental Economist, September 1940, p. 549. 
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Import Price Control Law was enacted in September 1940. The Japan Fed- 
eration of East Asia Export and Import Associations was established in 
October to enforce price control and to regulate trade with the yen-bloc.®' 
Due to the outbreak of the war in Europe and to the embargoes placed 
against Japan, exports to the yen-bloc grew proportionately and in 1941 
constituted more than 60 percent of Japan’s total exports. (See Table 5.) 


TABLE 5 

Trade of Japan Proper with the Yen-Bloc, 1937-41 
(Values in millions of yen) 


Year 

Exports to 
Yen-Bloc 

Percent oj 
Total Exports 

Imports from 
Yen-Bloc 

Percent of 
Total Imports 

Balance 

1937 ... 

791 

25 

438 

12 

+ 353 

1938 ... 

1.157 

43 

564 

21 

■f 593 

1939 ... 

1,747 

49 

683 

23 

-1-1,064 

1940 ... 

1,867 

51 

855 

25 

+ 1,012 

1941 ... 

1,636 

62 

756 

26 

-f 900 


Sources; 1937-38, Japan Yearbook 1O40-4I- 

1939-41. furnished by Mr. Sugiyama of the Ministry of Finance, Tokyo. 


On the whole, Japanese foreign trade control measures prior to Pearl 
Harbor were reasonably effective. They curtailed the importation of com- 
modities which the Japanese government did not want, such as luxm'y goods, 
textiles, etc,, and expanded the importation of essential raw materials. For 
example, textile cloth imports fell from 2,250,591,000 square yards in 1936 
to 777,314,000 square yards in 1941. Wool imports dropped from 257,045,- 
000 pounds in 1937 to 101,652,000 in 1940; cotton from 2,033,000,000 pounds 
in 1936 to 651,000,000 in 1941. On the other hand, bauxite imports rose 
from 24,762 metric tons in 1936 to 280,189 metric tons in 1940. Nickel im- 
ports rose from 1,850 metric tons in 1936 to 27,674 metric tons in 1941. Im- 
ports of iron ore rose from 4,646,000 metric tons in 1936 to 6,625.000 metric 
tons in 1941. 


Control of C.ipit.al and Credit 

Unable to borrow on long term abroad and having to pay cash for vir- 
tually all her imports, it was not unnatural that Japan, shortly after the 
outbreak of the war against China, should have been led to ration capital 
and to channel credit. Not only did Japanese capital have to finance her 
own internal expansion but it had to finance the exploitation of the re- 
sources of the “ yen-bloc ” area as well. Again by trial and error, a variety 
of measures were adopted, beginning witli the Temporary Funds Adjustment 
Law (Rinji Shikin Chosei Ho) of September 1937, to funnel capital and 
credit into the war industries and dry up the flow to the non-essential in- 
dustries. 


®iSee “European War and Japan's Foreign Trade" by Yamamoto, Yuiclii, Direc- 
tor of East Asia Bureau of the Foreign Ministry, in Kokusai Chishiki Oyobi Hyoron, 
Tokyo, November 1940. 
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A capital market, in the Anglo-American sense of the term, never really 
developed in Japan and as a result bank credit has been the principal source 
of capital for Japanese industry. As Edwards states; 

Since Japan became westernized, the banks and the government have 
been the only important sources of external capital available to the Japanese 
business man. Until recent years, savings by individuals in Japan had been 
scant and badly distributed. To tbe extent that such savings existed out- 
side the commercial banks, they were usually in the fonn of hoarded cur- 
rency, or were otherwise unavailable to industry. There has been no 
Japanese tradition of personal ownership of corporate securities.*^ 

The older Zaibatsu depended upon their banks, insurance and trust com- 
panies. The new (Shinko) Zaibatsu, in their development from 1937 on, 
came to depend on the Industrial Bank of Japan and upon the government 
for their capital requirements. 

The Industrial Bank of Japan had been organized in 1900 to meet in- 
dustry’s demands for long-term capital in the absence of a developed and 
widely-based capital market. During the thirties it came to serve particu- 
larly for financing government-sponsored munitions and overseas projects. 
It appears to have been a device by which Zaibatsu banks removed them- 
selves one step from the hazards of new munitions company and dubious 
overseas financing. The Bank headed syndicates distributing and absorb- 
ing issues of the South Manchurian Railway Company, the Manchuria 
Heavy Industries Development Company, and of such new “ national 
policy ” companies as Nippon Iron Manufacturing Company, Nippon Coal 
Company, Nippon Transportation Company, and Imperial Fuel Develop- 
ment Company. After 1937 the Bank handled a large part of the financing 
of the new Zaibatsu. 

The Temporary Funds Adjustment Law permitted the Industrial Bank 
to issue bonds to a maximum of 500 million yen over the limit set in its 
basic law. Later, in March 1939, this limit was raised to one billion yen 
over the statutory figure. The profits of the Bank rose 230 percent in five 
years, from 3,446,000 yen during the first half of 1937 to 8,036,000 yen for 
the first half of 1942. Its profit rate rose from 13.8 percent in 1937 to 18.4 
percent in 1942. Total loans rose from 391 million yen in 1937 to 3 billion 
yen by the beginning of 1942. 

In addition to this expansion of the Industrial Bank, the Temporary 
Funds Adjustment Law provided that financial institutions and security 
underwriters must obtain permission from the Minister of Finance (who 
in turn set up a Funds Utilization Committee) when either making long- 
term loans, or subscribing to or underwriting securities, in an amount ex- 
ceeding 100,000 yen. In August 1938 this limit was reduced to 50,000 yen. 

Report oj the Mission on Japanese CmibiHes, Part I, “ Analytical and Technical 
Data,” Department of State Publication 262S, Far Eastern Scries 14, Washington, 1946, 
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It was further provided that companies to be established with a capitaliza- 
tion of 500,000 yen or more, or companies with a capitalization of 500,000 
yen or more which desire to amalgamate, change purpose, obtain new capi- 
tal, or increase paid-up capital, must obtain permission from the Minister 
of Finance. In August 1938 this limit was reduced to companies capitalized 
at 200,000 yen or more.®^ Companies were divided into categories of essen- 
tiality, and luxurj- goods companies were flatly forbidden to borrow. 

To round out this basic control a variety of other measures were adopted 
as the need arose. The National General Mobilization Law was invoked 
in April 1939 to provide the basis for the Companies' Profits, Dividends and 
Accommodations Order (Kaisha Rieki Haito Oyobi Shikin Yuttsu Rei) 
The Order provided that companies with a capitalization of more than 200,- 
000 yen could not distribute dividend.-: of more than 6 percent annually, or 
of more than the last dividend paid before November 30, 1938. The Order 
also provided that the Minister of Finance might order the Industrial Bank 
of Japan to advance funds, or subscribe, underwrite, or buy securities to 
further essential Industrial production. The government, as it did all 
through this ])criod, agreed to make good any losses which such advances 
might cause the Industrial Bank. Aside from the Army’s demand that 
profits from armament expansion be controlled, the purpose of dividend 
limitation was to cause reinvestment of funds and to further production ex- 
pansion. 

Over the following year, however, it became apparent that funds re- 
tained were being utilized a-: circulating capital to increase turnover and 
profit, rather than for purposes of plant expansion. Therefore, in October 
1940, the Ordinance for Control of Corporate Finance and Accounting was 
adopted. Dividends above 8 percent had now to receive official approval 
and the government was empowered to prescribe the internal disposition of 
funds if it felt it was necessaiT. For example, it could order a company 
to use part of its earned surplus to buy government bonds. It might also 
prescribe rates of depreciation on fixed assets, control operating expenses, 
prescribe items of accounts and forms of books. This ordinance naturally 
raised a storm of business protest and was applied only to flagrant cases.*® 

In the same month the Bank Funds Utilization Order was issued. It 
authorized the Finance Minister to compel banks to lend to a specific com- 
pany, or to subscribe, underwrite, or purchase securities. Any loss suffered 
by banks in such loan- would be indemnified by the government, which 

33 See Ryu, Shintaio. The Reorganization of the Japanese Economy,” Chuo Koran 
(Central Review), Vol. 53. No. 12, Tokyo, December 1938, p. 32. 

3t " itegulations for Control of Accounting of Corporations,” by Bamba, Kaiohiro, 
in Keizai Zasshi Diamond, Tokyo, November 1, 1940. 

3® See Significance of the Regulation for Control of Corporate Accounts,” by Cho, 
Fumitsure, in Keizai Chishiki for November 1940. 
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might pay in government securities. Thus short-term credit came under 
control.®® 

In 1941 the government moved to achieve long-term utilization of funds 
available in the .«hort-tenn market and to tap mure fully the resource,*; of 
the provincial banks. In August the Finance Ministry issued the Obliga- 
tion Acceptance Order which provided for the Munitions Bill Acceptance 
System. Under it. armament companies, when awarded munitions con- 
tracts, could draw bills on the Industrial Bank of .lapan for amounts not 
exceeding the values of the orders involved. The-e bills were then “ ac- 
cepted ” by the Industrial Bank after having been certified and -tamped by 
the Army or Navy cashier. The company eould then take such bills to its 
own bank, which was required to discount them. The bank in turn might 
rediscount the bill at the Bank of Japan This “ advance payment ’’ system 
opened the way for greater utilization of provincial bank rc-ources which 
were also being tapped by having jirovincial bank- participate in corjiorate 
debenture subscription allocations. 

During 1941 the money market grew tight. Stock iirires fell. In March 
the United Security Cumpany nas established with the Industrial Bank n« 
its nucleus, with a capital of .iO million yen, hull' of which was paid u)i. Its 
purpose was to supiiort stock prices by buying shares in large quantities. 
A stock-market panic would have di-rupted all financing operations. By 
the middle of the year private banking institutions were beginning to show 
signs of reaching the limit of their ability to c.xpand credit further. Lack 
of funds forced a number of the bank* to resort to the Bunk of Japan for 
help and even several of the “Big dix” Banks, which had traditionally 
abstained from contact with the Bank of .lapan, broke tlieir custom anil 
resorted to it. In July, with tlic American freezing of Japanese assets, the 
stock market deteriorated and a* a le-ult the government extended un- 
limited financial support to the United .Security Comjiaiiy and in August it 
issued the Stock Price Control Ordinance.®' winch eualiled it to set minimum 
security price*. Trading wa* prohibited iti tlio-e shares lor which official 
minimum prices were set, until the market recovered. In addition, in August 
commercial banks formed the Emergency Accommodation Syndicate, under 
the leadership of the Industrial Bank. Throughout the period of stringency, 
loans were made on joint account to tide essential companies over until 
balance was restored. For example, a 20 million yen loan was granted to 


38 “ Development of Financial Control and Its Significance," by Yamamoto, 
Shigeru, in Tosd Keizai, Tokyo. December 1940. 

31 In December this was revi-ed to permit the government to set maximum price*. 
Wherea.s prior to Deeember 7 the problem bad been to bolster falling stock prices, Ihe 
enthusiasm displayed by the market after Dccembei 7 wa* so great that booming stock 
prices threatened to be a- disruptive as falling ones liad been previously and the gov- 
ernment bad to take steps to limit the adsanrt. 
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the Tachikawa Aircraft Company. The government agreed to underwrite 
such loans. 

To what extent did the avowed intent of the government, to channel 
capital and credit into essential industries and cut it off from non-essential 
uses, bear fruit? To what degree was the government successful in mobiliz- 
ing available capital resources? According to statistics compiled by the 
Industrial Bank of Japan, promotions, capital increases and debentures 
which totaled 457 million yen in 1930 rose to 4,469 million in 1940, a tenfold 
increase, and the latter figure is not a cumulative one attained by 1940 but 
rather represents capital expansion in the year 1940 alone. Of the 10,514 
million yen invested in manufacturing over the decade 1931-40, 86 percent 
went to the producer-goods industries, only 14 percent to the consumer- 
goods field. Particularly after 1937, the decline of the light industries and 
the rise of the heavy, as capital control became effective, is noticeable. 

The Hole or the Bank of J.vpax, 1937-41 

In the fifty-five years of its existence prior to 1937, the Bank of Japan 
had adhered to what was considered orthodox central banking practices. 
In the ensuing five years, culminating with the new Bank of Japan Act of 
1942, every orthodox tenet of central banking had been violated and the 
Bank had taken on every conceivable financial chore, including long-term 
industrial financing. 

To accelerate government bond ab-orplion by commercial banks and to 
enable money-market institutions to obtain a greater volume of credit at 
lower cost, the Bank pursued an “ easy money ” policy during the period of 
the China War. Various redi.'count rates were progressively lowered. To 
increase the supply of short-term funds, the Bank relaxed its rediscounting 
eligibility requirements, permitting a wide variety of additional types of 
bills to be rediscounted. For example, special drafts, issued by essential 
wartime corporations and accepted by the Industrial Bank, were made 
eligible. The list of securities eligible as collateral was revised to include 
second-grade debentures, whereas previously the eligible list consisted solely 
of high-grade bonds. 

During the six months’ period, June 30, 1939, to December 31, 1939, bills 
discounted by the Central Bank rose from 89 million to 478 million yen, 
a 437 percent increase, and by the end of 1941 aggregated 603 million yen, 
a 578 percent increase over June 30, 1939. 

The character of the Bank’s note issue W'ent the full cycle from gold to 
paper backing during this period. At no time was the futility of the ortho- 
dox device of fiduciary issue with penalty tax on any issue in excess of the 
fiduciary limit, as a restraining device, more clearly demonstrated. 


Exclusive of advances on foreign bills and bills discounted under the 1927 law. 
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The basic factor in the expansion of the note issue and the transforma- 
tion to a managed currency was the sharp growth of government deficits and 
the monetization of these deficits via Bank of Japan absorption of national 
bonds. The trend of government financing may be seen in the following 
table: 

Jawxese Govebxment Finance, 1936-41 
(in billions of yen) 


Fiscal Total Total Total Proportion oj Reve- 

Year* Reuem/e Expenditure Deficit nue to Expenditure 

1936- 37 1.7 iZ 0.6 74% 

1937- 38 2.3 55 3.2 41% 

1938- 39 2.8 8.0 5.2 31% 

1939- 40 35 8.9 5.4 39% 

1940- 41 4.2 11.0 6.8 38% 


* Fiscal year runs from April I through March 31. 

Source: Ministry of Finance, Tokyo, 1945. 

Total national debt at the end of 1941 amounted to 37,322,030,000 yen com- 
pared with 10,580,000,000 yen as of June 30, 1937.’“ Between July 1, 1037, 
and December 31, 1941, the Bank of Japan served as underwriter for more 
than three-fourths of the total amount of government bonds issued. The 
theory of distribution was clear. The government would be paid by a de- 
posit credit. Government disbursement of such funds increased the Central 
Bank note issue and added to the volume of currency m circulation. It was 
expected that a large portion of the funds so expended would find their way 
into private banking and other financial institutions and thus increase the 
supply of funds in the money market. The Bank of Japan would then re- 
sell its government bond holdings on the open market, thereby contracting 
the expanded note issue by an amount equal to the bonds marketed. 

In practice, however, the Bank was forced to retain 22 percent of the 
bonds underwritten during the four and one-half years from July 1937 
through December 1941. This amounted to 4.5 billion yen and it is ex- 
tremely significant that this is almost exactly the sum by which the note 
issue expanded from July 1937 through December 1941. 

The outbreak of the war in Europe pushed up prices of eommodities 
throughout the world and, coupled with a decline in the external value of 
the yen, forced Japanese importers to pay higher prices for materials. 
Thereafter, the rapid depletion of foreign-exchange resources caused by 
heavy imports of raw materials and equipment, from the United States par- 
ticularly, forced Japan to ship gold at a faster rate than then current pro- 
duction.^” Heavy government expenditures, rising prices and an increase 


S’Hompo Kcitai Tokei for 1941. 

^“Between 1937 and 1940. inclusive, net imports of gold into the UB. from Japan 
aggregated $692,000,000 (see Federal Reserve Bulletin, April 1942). Japanese gold pro- 
duction reached a peak of 25,926 kg, in 1939, corresponding approximately to $29,000,000 
if $35 a troy ounce is used as gold ralue. The extent of the drain is therefore apparent. 
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in the volume of cash transactions brought note issue by the end of 1940 to 

4.777.000. 000 yen, of which 2,076,000,000 yen, or 43.5 percent, constituted 
excess and, therefore, taxable fiduciary issue. On ilarch 1, 1941, the Tem- 
porary Law Concerning Special Cases Relating to Convertible Bank Note 
Regulations was promulgated, suspending rules regarding specie reserve. 
In place of gold, government bonds. trca>iiry bills, debentures and other 
commercial bills and securities were made eligible as I’eserve for the note 
issue. The distinction between specie reserve (convertible portion) and 
security reserve (against maximum legal fiduciary issue I was abolished and 
the total amount of notes issued could thenceforth have a full paper back- 
ing. Authority was given to the Finance Minister to fix the maximum 
amount of note issue. The Bank could issue notes in excess of the fixed 
limit when approved and deemed necessary by the Finance Minister, but, 
amusingly enough, the excess was subject to the 3 percent per annum tax. 
On April 1, 1941, the maximum note issue limit was set at 4,700,000,000 by 
the Finance Minister. By December 31, 1941, note issue had risen to 5,- 

979.000. 000 yen. Over the entire four-and-a-half-year period, note issue 
had risen 4,338,000,000 yen or 264 percent.'*^ 

By the end of 1941, total assets of the Bank, which had stood at 2.4 bil- 
lion yen on June 30, 1937, had reached a new high of 7.7 billion, an increase 
of 5.3 billion or 219 percent. This expansion was attributable, for the most 
part, to the growth in government bond holdings, which rose, over the same 
period, from 880 million yen to 5.3 billion yen, an increase of 507 percent. 
By the end of 1941 the Bank had been almost completely converted into a 
tool for government war finance. 

Pboduction and Distbibutiox Control 

An almost bewildering variety of special laws were adopted and national 
“ policy ” companies established during the China War period to stimulate 
production of war material and to direct limited supplies into essential 
channels. Oil, iron and steel, electric power, machine tools, light metals, 
aircraft, synthetic oil, ships, minerals, textiles, foodstuffs, fertilizers, all 
were subject to new control measures. “ Policy ” Companies were formed 
to handle rice, synthetic fuel, minerals, coal, lumber, fertilizer, silk, power, 
iron, gold, overseas development, ete.“ Though the government attempted 
to coordinate this complex control structure tlirough the Cabinet Planning 

See Kinyu Tokei, (Monetarj’ Statistics), Bank of Japan, June 1942. 

■*- Known as Tokushii Kaislia or Kokusaku Kaisha, these companies were govern- 
ment instrumentalities designed to carry out national policy'. They were usually jointly 
financed by the government and by the industry but the broad directives for their 
operations came from the respective Ministries. 

^®See Ohara, Tadashi, "National Policy Companies Inundate Japan,” in Kaho, 
Vol. XXI, No. 4, Tokyo, April 1939. 
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Board and its material mobilization plans, the web of rules, regulations 
and controls grew so complex by 1940 that demands began to be made for 
drastic reorganization. Two examples of this incredible pattern must suffice 
as a general indication of the growth of control in the 1937-40 period.^' 

Oil 

Lack of oil resources was perhaps the most vulnerable aspect of Japan’s 
economy and steps were taken very early to attempt to overcome this handi- 
cap. In 1934 the government adopted the Petroleum Industry Law which 
placed the industry under governmental control. Amounts to be im- 
ported and refined and maximum prices were set by the government. Im- 
porters and refiners were licensed and i-equired to keep on hand a six 
months’ supply. The foreign companies — the Rising Sun Petroleum Com- 
pany (Royal Dutch-Shell) and Socony Vacuum Corporation (Standard Oil 
of New York) — objected to constnicting additional storage space but this 

^*Foi’ a discussion of the Material Mobilization (Production Expansion) Plan as 
originally announced, 'ee Japan Weekly Chronicle, March 16. 1939. also the Japan,- 
Manchukuo Year Book for 1941. pp. 367-68. A di'cnsrion will also be found in the 
Oriental Economist, July 1943, pp. 338-31. Tire volumes of the Material Mobilization 
Plans for the years 1939-44 were examined in Tok.vo during the USSBS investigation. 
Pertinent statistics were extracted and the volumes then returned to Mr. Irie of the 
Ministry of Commerce and Industry upon hi- plea that they would prove valuable 
source material for Japanese economists. 

It For a description of the controls which developed in other industries during this 
period, see Keieai Tosciho Nempo (Annual Report on Economic Control Laws) for 
1941, Tokyo, 1942, Part I, and Nippon Keizni Gnkkai Xempo (Japan Economic Society 
Yearbook), Tokyo 1942, pp. 73-104. For the legislative history of control of automo- 
bile production in Japan, see “Laws on the .Automobile Manufacturing Business,” 
Jidosha Nenkan tor 1943, Tokyo, pp. 1-156. On electric power, see ’’ Reconsideration 
of Electric Power Control,” by Sato, Masahiko. in Tosci Keizai for December 1940, On 
aircraft. The Development of the Airer«/( lntiiit,try in Japan, Special Study No. 11, 
Koku Heiki Sokyoku (Air Ordinance Bureau), Cunjusho (Minfstry' of Munitions), 
Tokyo, 1944. On machine tools, “ On Reorganization of the Machinery Industry,” by 
Akita, Masaichi. in Kogyo Kokusaku, Tokyo. December 1940. On light metals, Iwado, 
Zenchi, “Japanese Wartime Legislation, 1939." Japan Times and Mail, Tokyo, 1940, 
pp. 172-95. On shipping, The Shipping ludvitry oj Japan, Nippon Keizai Remmei Kai, 
Intelligence Series No. 6. Tokyo, October 1940. and "Dcvclopnrent in Shipping Control 
Legislation.” by Takei, Yasushi, in Tosei Kehai, Tok.vo. December 1940. On coal, see 
Kanae. Hatano, “Coal Control,” Chapter V. in Keizai Tosei (Economic Control), Vol. 
Ill of Wartime and Somi-Wartime Economy Series. Tokyo, October 1938; also “Estab- 
lishment and Management of the Nippon Coal Company," by Firruta, Keizo, President 
of the Showa Coal Co., in Keizai Joho Sangyo Hen, Tokyo, July 1940. On chemicals, 
see “Drastic Reorganization of Chcratcal and Ceramic Indrrstries,” by Masuda, Zen- 
jiro, in Kogyo Kokusaku for December 1940, and “ Reorganization of the Chemical In- 
diratries,” by Kuga, Teisaburo, in Tosei Keizai for December 1940. On cement, “ Reor- 
ganization of the Cement Industry,” by Moroi Kanichi, in Kogyo Kokusaku for De- 
cember 1940, Tokyo, and on lumber’, “ Procedures for Timber Control,” by Matsuida, 
Seishin, in Keizai Toseiho Nempo, 1942, Tokyo, p. 197 cl. seq. 
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was settled in 1936 when Mitsui Bussan Kaisha agreed to construct the 
storage facilities and lease them to the foreign companies. By the end of 
1941 storage capacity was available for 60 million barrels— 30 times the 
annual domestic production. The Act also provided that refiners were to 
construct plants according to government specifications. Refinery capacity 
increased from 32,800 barrels per day in 1933 to 89,300 barrels per day in 
1941. The latter was 17 times what was needed to process indigenous pro- 
duction. At the same time the number of refinery companies was reduced 
from 30 to 8. High prices were set for refinery products to stimulate expan- 
sion of capacity. 

In 1937 the Fuel Bureau was established to administer the Petroleum 
Industry Law. In addition, a variety of measures were adopted by means 
of which Japan hoped to follow Germany in establishing a synthetic fuel 
industry. The Synthetic Petroleum Production Law, the Imperial Fuel 
Development Company Law, the Petroleum Excise Law, the Alcohol 
Monopoly and Compulsoiy Alcohol Admixture Laws were passed. The first 
law was designed to encourage and subsidize synthetic oil production under 
government control and supervision. All firms in the field had to be licensed 
by the government and control of more than half of the capital stock had 
to be in Japanese hands. The second law provided for the establishment 
of a “ national policy company,’’ the Imperial (Teikoku) Fuel Development 
Company, capitalized at 100 million yen, half of which was to be provided 
by the government, which also guaranteed dividends of 6 percent to private 
shareholders until 1943. The company, which was permitted to issue deben- 
tures up to three times its paid-up capital, was not organized until January 
1938. It was to invest in and grant financial accommodation to the various 
synthetic oil companies. A seven-year plan was adopted which was ex- 
pected to cost 770 million yen. Under the aegis of the company ten addi- 
tional synthetic oil companies were established by 1940, bringing the total 
number in existence at that time to eighteen companies.'*" Still the indus- 
try had not gone beyond the low-temperature carbonization process stage. 
As the Oriental Economist remarked, " speaking as a whole, the industry 
was still in the making.” ■*' In 1941, at the 79th Session of the Diet, the 
capital of the companj' was doubled and its margin for debenture issue was 
extended. The industry’s development during the 'war years will be dis- 
cussed later.^" Sufiice it to say here that during 1941, while the plan called 
for production of 7,816,000 barrels of oil, actual production was 1,222,000, 
or only 15 percent of the goal for the year. 

^•’"Present Problems Confronting Oil Control,” by Wakisaka,'Yasuhiko, in Tosei 
Keizai for November 1940. 

" The Synthetic Oil Industry',’' Oriental Eemomist, August 1944, p. 357, See also, 
“ On the Manufacture of Machinery for Artificial Oil," in Kogyo Kokusaku, October 
1940, by Oshima, loshikiyo, director of Ihe Imperial Fuel Development Company. 

** See chapter 3, pp. 133-47. 
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The Petrol Excise Law exempted all synthetic oil from tax, while the 
Alcohol Monopoly and Compulsory Alcohol Admixture Laws made produc- 
tion of alcohol a government monoixily and made the mixing of alcohol with 
gasoline mandatory, at first only to the extent of 5 percent, but later this 
was progressively extended. In March 1938, the 73rd Diet passed the 
Petroleum Resources Development Law, which provided for government 
supervision and control of drilling operations. The drilling of new wells was 
to be subsidized to the extent of two-thirds the cost and the companies were 
to return 2 percent of the annual value of oil produced to the government 
for five years. In March 1938, there wa-; also issued a “ Gasoline and 
Heavy Oil Sales Regulation ’’ setting up a voucher (rationing) system. 
This did not work well, however, and, in September 1939, a Petroleum Dis- 
tribution Control Ordinance was promulgated and thereafter sales control 
was vested in a Petroleum Distribution Company (Sekiyu Haikyu Tosei 
KK.), which handled the rationing sj'stem. Drastic civilian economies in 
the use of motor gasoline cut consumption from 6.3 million barrels in 1940 
to 1.5 million barrels in 1941. This was done to meet the Anglo-American- 
Dutch embargo and to permit greater military stockpiling. In 1941 the 
Imperial Oil Company (Teikoku Sekiyu KK.) was established, with a 
capital of 100 million yen, half of which was subscribed by the government 
and the other half by private interests (Mitsui, Mitsubishi, Sumitomo, 
Nippon Oil, Nippon Mining and Asahi Oil), to control the entire petroleum 
industry in Japan. Within a very short time it obtained control of 95 per- 
cent of domestic crude oil production which it then supplied to another 
control company, the Toa Oil Company, on an exclusive basis. Toa then 
distributed the crude to different oil refiners. The government pressed the 
eight refining companies to merge into one but they were powerful enough 
to resist the pressure. Shortly after Pearl Harbor they decided to pool 
profits and losses. All refined products were sold to the Sekiyu Seinbai 
(Petroleum Monopoly) at fixed prices. The Sembai was in effect the pur- 
chasing branch of the Fuel Bureau of the IMinistry of Commerce and In- 
dustry (later Munitions Jlinistiy) and administered the subsidy by paying 
high prices to refineries and reselling at lower prices to the Petroleum 
Distribution Company whicli then allocated to consumers. 

Iron and Steel 

Even prior to the Mciji Restoration the State had attempted to en- 
courage and stimulate iron and steel production.*® A variety of devices had 
been employed — tariffs, subsidies and tax exemptions — but in the early 
thirties the decline in production which set in stimulated demands for a 
consolidation of all iron and steel enterprises imder State control. By 1934 
the State acted, though by this time rising demand had stifi'ened resistance 


See Norman, op. cil., pp. 119-20. 
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of private producers and the consolidation was less complete than it might 
have been had the government moved earlier. In January of 1934 Nippon 
Seitetsu Kaisha (Japan Iron Manufacturing Company) was formed, in 
which the government held 70 percent of the capital. This company was an 
amalgamation of six private concerns and the State’s Yawata works. 

In the latter half of 1936 and early 1937 a marked shortage of pig iron 
and steel developed and in an effort to meet this situation several control 
measures were adopted. These were modified several times prior to Decem- 
ber 1941, and a fixed pattern of control did not materialize until the estab- 
lishment of the Iron and Steel Control Association in November 1941. The 
first step taken in 1937 to meet the shortage was the granting of a two-year 
exemption from import duties to iron and steel products. In addition, the 
Ministry of Commerce and Indu.«try issued a decree to control speculative 
cornering of iron and steel products but this had little or no effect. 

In July 1937 the Iron and Steel Industiy Control Law came into exis- 
tence. It provided for government control of output, prices, sales and con- 
sumption. To facilitate the installation of new equipment, the government 
might grant exemption from income and business taxes as well as subsidies. 
The government might order installation of certain specified equipment, 
storage of raw materials, organization of research on manufacturing tech- 
niques. Throughout 1938 emphasis was placed on control of distribution 
and consumption.’® In Pebniary an Iron and Steel Control Council was 
established in the Ministry of Commerce and Industiy, to draw up a 
production and distribution plan. In the spring, regulations were issued 
restricting the use of iron and steel in construction. Joint sales unions for 
various product categories, which had sprung up, were coordinated by the 
Japan Steel ilaterials Association. In June 1938, the Iron and Steel 
Distribution Control Regulations were adopted under which a ticket system 
of allotting products was c-tablished. Distribution by the ration system 
was begun through distribution control councils organized in each special- 
ized branch of industiy needing large supplies. The rationing was limited 
to pig iron and steel (it did not include ferro-alloys and scrap).” The 
amount of supplies allotted to each factory was to be determined on the 
basis of its past consumption, its capacity and the relative importance of 
its products. The Iron and Steel Control Council determined allocations to 
each distribution control council. This Council was headed by the Director 
of the Iron and Steel Bureau of the Ministry of Commerce and Industry. 
It was a large group consisting of representatives of the government, the 

®“See Kanae, Hatano, " lion and Steel Control,” Chapter II of Keizai Toad (Eco- 
nomic Control), Vol. Ill of Wartime and Semi-Wartime Economy Series, Tokyo, 
October 1938. 

St Scrap came under regulation in November with the promulgation of the Iron 
and Steel Scrap Distribution Control Ordinance. 
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Planning Board, of Nippon Seitetsu, of joint sales unions and the Steel 
Materials Association, and of distribution control councils representing in- 
dustrial consumers. Iron and steel manufacturers or distributors could 
sell only upon receipt of a ration certificate. Along with rationing of pig 
iron and steel, price control was established, with power vested in the 
Ministry of Commerce and Industry.'- The joint sales unions of pro- 
ducers of similar products gave up their sales control in 1939 to three ex- 
clusive purchase and sales corporations, which in turn merged into the Iron 
and Steel Sales Control Company (Tekko Hambai), in November 1941. In 
1940 the Cabinet Planning Board took over the functions of the Iron and 
Steel Control Council and disestablished tire Council. Also, in March 1940 
the Ordinance Relating to the Control of Iron and Steel Supplies replaced 
the Distribution Control Regulations of the previous year. The new 
ordinance was designed both to simplify control and to plug evasion possi- 
bilities which had developed over the previous year. It provided: (1) That 
the Iron and Steel Association which was designated as the production con- 
trol organ for the industry, by the Ministry of Commerce and Industry, 
was to fix output quotas by categories for each producer. When these were 
approved by the Ministry of Commerce and Industry all producers had to 
adhere to their quotas. (21 Producers could sell only to distribution con- 
trol organs designated by the Minister of Commerce and Industry, excepting 
specified cases. The .lapan-Manchukuo Iron Sales Company, the Japan 
Steel Sales Company, the Second Steel Sales Company and the Japan Steel 
Tube Manufacturing Company were designated as distribution control 
organs. These distributors could not use iron and steel for any purpose 
other than sales. (3 1 No one could sell or purchase iron or steel without 
vouchers issued by cither the government or by the control organs in the 
various industiaes which consumed steel. The.^e control organs could not 
issue ration tickets or vouchers in excess of the volume set by the Minister 
of Commerce and Industry. Vouchers could not be transferred to a third 
party, nor could iron or steel purchased with vouchers be transferred to a 
third party, or at least so the regulations provided,''® 

In July 1940 an Imperial Ordinance, issued under authority of the 
Mobilization Law, established a special control company to handle dis- 
tribution of imported raw materials for the iron and steel industry. Losses 
of the control company incurred from the difference between import costs 
and domestic resale prices were to be made up by the government. 

wSee USSBS (C.S. Strategic Bombing Surve.v) Interrogation No. 38, Iron and 
Steel Allocating and Dislribuling Agencies, Tokyo, October 11, 1945 (now available in 
the Library of Congress, PS. 23315). 

’‘^Hompo Zaikai Josei, Mitsiibiabi Keiaai Kenkyu Kyoku, Tokyo, May 1940, pp. 
22-23. Also August 1940, pp. 8-11. 
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It was essentially this system, tightened by fomiation of one control 
association and one sales control company, which formed the pattern for 
the wartime allocation of most basic materials. 

The “ New Economic Structuee " 

By 1940 a bewildering vaiiety of government controls had been added 
to the already complex “ autonomous ” controls and cartel arrangements 
in all fields of industry. Small business w as-beinff-squeeaed-out ^ big 
business had not achieved complete control. The government, despite its 
nuInEfouspdwerVon the statute books, was not a cohesive, unifying directive 
force in the economic sphere. It was subject to pressures from the military 
for more control, from business for more autonomy or more power to do its 
own controlling. Within tlie government there was no overall coordination ; 
the administration of such controls as existed were splintered among the 
various ministries, each jealous of its own prerogatives. The economy was 
partly controlled, partly free. Wages had been frozen hut price controls 
were more nominal than real.''* ^Materials were allocated but black- 
market transactions rose. With influence one could do business, without 
influence it wa« well nigh impossible. Even with influence, high prices, 
shortages and delays by a government not adequately geared to handle its 
control responsibilities created conditions not to the liking of industry. The 
Japan Economic Federation expressed industry’s view:. 

Bureaucratic economic control of today is liable to cau'e conflict between 
the government and the people. . . . The industrial e.xpansion plan is en- 
forced without regard to aetualitie- in the business woi ltl and has no com- 
posite basis, Hence comcs the unsmooth di-tribution of neces.>iary materials 
and equipment, red tape imocedure. and the duplication of and conflict be- 
tween various control in.stitiitions. 

It then proposed; 

In order to liquidate all these defects of bureaucratic control, the existing 
private economic bodies should be unified and adjusted so that they may 
be reorganized into powerful cartels in the major industrial branches. And 
these cartels should be granted a wide scope of authority for control pur- 
poses so that private interests may be encouraged to display their creative 
initiative and to enforce autonomous control on their own responsibility 

A considerable falling off of economic activity in Japan during the sum- 
mer of 1940, carrying production to levels below 1939, accentuated business 
discontent. One business .spokesman declared: 


For a discussion of wage and labor control during the period 1937-45, see Chapter 
5; for price control and rationing. Chapter 6. Control of agriculture is also covered in 
Chapter 6. 

Quoted in “ Industry and the New Structure,” by Kitamura, Saburo, The Japan 
Weekly Chronicle, Kobe, September 12, 1940, p. 330. 
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The recessionary tendency is not confined to the chemical industry but 
pervades all the industrial branches. Many reasons can be mentioned such 
as the increasing difficulties in securing the supplies of requisite materials 
either through importation nr expau'^ion in home production, unfavorable 
effects of various wartime control measures, and over-importance of ineffi- 
cient minor enterjji'ises in the local industrial structure.®*® 

The military, on the other hand, was clamoring for greater regimentation 
and more centralized control. Their view was perhaps best expressed by 
Lt. Gen. Ishikawa, speaking for War Minister Tojo: 

This new economic structure of the high degree national defense state 
aims at the completion of military preparation.^, expansion of productivity, 
and . . . mobilization of the entire personnel and material resoui'ces of the 
country. This mean* an epoch-making development not only in the muni- 
tions indu.stry but al.^o in the basic heavy, chemical, and mechanical in- 
dustries. Such a rapid and large-scale reorganization of the industrial 
structure is practically impossible under the old liberal economic structure 
without causing disturbances to the entire national economic structure. 
Therefore it is essential first of all to intensify thoroughly planned economic 
control.®' 

The substantial profits made by industrialists during the course of 
production expansion and armament particularly aroused the dissident army 
group, drawn principally from the agi'arian sector of the population. 
At a conference in April 1940 the Army called for intensification of profit 
control and closer inspection of cost calculation, and issued a set of instruc- 
tions tor calculating “ fair ” profits in anuament factories.®® The Ordinance 
for Control of Corporate Finance and Accounting®® was adopted at the 
behest of the military, and basic tax reform was carried out in 1940 at their 
instigation. The rates of the Extraordinary Profits Tax, first adopted in 
1934, were raised. A special tax on dividends and interest was adopted, 
and a tax upon ‘‘ Special Corporations " was imposed for the first time.™ 

Continued Army dissatisfaction resulted in the resignation of the War 
Minister in July 1940, thus precipitating the fall of the Yonai Cabinet. 
Its successor, the second Konoye Cabinet, with Tojo as War Minister and 
Hoshino as Jlinistor-without-portfolio and chief of the Cabinet Planning 
Board, and Ohaslii a^ Vice-Minister of Foreign Affairs, assumed office, 
pledged to a highly-organized “ Kational Defense State ” and to the theme 


5® From ‘‘ Drastic Reorganiz.itioii of Chemical and Ceramic Industries,” by Masiida, 
Zenjiro. Managing Director of Kikagaku Kogjo KK., in Kogyo Kokusaku, December 
1940. 

The Trans-Pacific, September 26, 1940. p. 13. 

^^Hompo Zaikai Josci, Mitsubishi Keizai Kenkyu Kyoku, Tokyo, June 1940, p. 30. 
™ See p. 18. 

00 For additional details, see Shiomi, S., " The Refoim of the Tax System,” Kyoto 
University Economic Review, XV, April 1940, pp. 34-70. 
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of a “ Greater East Asia Co-Prosperity Sphere." This marked the active 
entrance of the Kvvantung Army influence in the direction of home affairs.*® 
A year-long struggle began over the structure which revised economic con- 
trols should assume. Hoshino sot to work to fashion a plan which would, 
as he testified before USSBS interrogators, preserve the existing stnictural 
features of control but firmly rest power in the government. He produced 
a plan calling for reorganizing and strengthening the cartels. Their struct- 
ure and policies would be made uniform from industry to industry. The 
key, and basically controversial, point of his plan was that the government 
was to appoint the director of each cartel who would have virtually 
dictatorial authority to carry out government policies under the supervision 
of a Supreme Economic Council. Business and financial interests, led by 
the Japan Economic Federation, fought the plan, charging that inexperi- 
enced bureaucrats could not run industry and that only in Russia was 
capital separated from management. They concentrated their opposition, 
of course, upon the idea of having the government appoint the all-powerful 
director. The controversy absorbed all of Japan and was waged in the 
press, in the Diet, 'behind the scenes of government, etc.*® Even the Econo- 


“1 Hoshino and Ohashi had been leading figures in the carrying out of the Kwantung 
Army's development of Manchukuo's state-controlled industrial structure. Hoshino had 
been Director of the General Affairs Bureau of the Manchukuo government and a con- 
fidant of Tojo and Umezu at the time that one was Ccmmandcr-m-Chief and the other 
Chief-of-Staff of the Kwantung .-irmy. From Vice-Director of the Finance Office at 
Hsinking in 1932 Hoshino had rifsen to the higlie-l administrative post a Japanese could 
hold in the Manchukuo government. As Pu-Yi testified : 

“ There was a weekly Tuesday meeting composed of the Japanese Director of the 
General .Affairs Bureau, the various vice-ministers and the chief of the Fourth Section 
of the Kwantung Army. In this meeting all rescripts or other ordinances or enact- 
ments which were to be promulgated by the various ministries would be passed on. 
The Director of the General Affairs Bureau was the Chairman and the Head of the 
Fourth Section of the Kwantung Array was the vice-chairman.” (From testimony of 
Heniy Pu-Yi at Tokyo War Crimes Trials, August 16-27, 1946, in SCAP Siimmalion 
-Vo. 11, August 1946, pp. 55-56.) 

•*2 It is interesting that the previous turning point in Februaiy 1936 was marked by 
the assassination of Finance Minister Takahashi sliortly after he had made a dramatic 
blast against the size of investment in Manchuria. Immediately upon G.stablishment of 
the second Konoye Cabinet, political parties were dissolved, the Imperial Rule Assis- 
tance Society (Taisei Yokusan Kai) was established, and the Triple Alliance (Japan, 
Germany and Italy) was signed in Berlin. Shortly thereafter all trade unions were dis- 
solved and one “ seivice-to-the-nation-tbrough-industry ” association was formed. 

ea Periodicals overflowed with discussions of the issue. To mention but a few: 
"Separation of Management from Capital Opposed.” by Morikawa, Kakuzo, of Mit- 
subislii Shoji Kaisha, in Diamond for December 21, 1940; "On Separation of Manage- 
ment from Capital,” by Tomooka, Hisao, professor at Hosei University, in Keizai Joho 
Seikeihen for January 1941; “New Economic Policy,” by Shimada, Koichi, professor 
at Waseda University, in Zaisei for October 1940; “ Establishment of a New Economic 
Structure,” by Hiraoka, Toshio, in Jigyaku Joho, No. 10, October 10, 1940; “New Eco- 
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mist was surprised at the extent of business opposition. It stated; 

What interests us more is the changed attitude assumed by business 
leaders implied by the protest rather than its contents. For the past several 
years they have been singularly close-tongued, these businessmen, and, no 
matter what policy the government was enforcing, they have hardly stirred, 
much less offered, any protest. This was scarcely a healthy state of affairs. 
But they now seem to have recovered their senses and to have gotten up 
enough courage again to dare to criticise the government.®'* 

The Army and Navy came to Hoshino's support but the basic issue appears 
to have been resolved in favor of the industrial interests. 

In a move aimed at achieving unity and healing the breach which had 
developed, Ogura, Director-General of Sumitomo Honsha, was appointed to 
the Cabinet as Minister-without-portfolio to handle economic problems. 
Hoshino was replaced as Chairman of the Planning Board by Lt. Gen. 
Suzuki, and Admiral Toyoda succeeded Kobayashi as Minister of Com- 
merce and Industry. Finally, on August 29, 1941, the much disputed, hotly 
discussed and long awaited new control measure was promulgated. The 
Major (or Key) Industries Association Ordinance, as it was called, became 
effective on September 1, 1941. 

The basic original purpose of the proposed reform had been to unify and 
coordinate the control pattern. In August 1941 the Osaka Chamber of 
Commerce and Industry had estimated that there were more than 20,000 
industrial, mercantile and other associations or guilds in Japan that were 
engaged in some kind of controlling activity.®® The measure adopted was 
a compromise, with industrial interests gii'ing less ground than- the con- 
cessions they received. 

The ordinance provided for two types of control organizations; Tosei 
Kai and Tosei Kumiai. The Tosei Kai were the national industry-wide 
control associations and the Kumiai represented smaller bu.riness organized 
on a local territorial basis. The broad powers of the Tosei Kai included 
planning 

with the government the national program for production and distribu- 
tion in the industry concerned; the means of supplying the labor, raw mate- 
rial, capital, and other demands of the industry concemed . . . control and 


nomic Shucture and Capital,” by Sato, Yosliio. professor at Doshisha University, in 
Kokumin Hyoron, January 1941; “Reorganization of Economic Oiganizations," by 
Honiden, Yoshio, in Jikkyoku Geppo, January 1941. 

®* Oriental Economist, January 1941, p. 6. 

®® Admiral Teijiro Toyoda, not to be confused with Admiral Soemir Toyoda who 
was successively C. in C. Combined Fleet, C. in C. Overall Naval Command and Chief 
of Naval General Staff. Teijiro Toyoda, who was linked by family ties with the Mitsu- 
bishi interest, was later president of the Iron and Steel Control Association and Head 
of the Munitions Ministry. 

®® Japan Weekly Chronicle, Commercial Supplement, September 18, 1941, p. 93. 
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guide production and distribution in the industry . . . provide for the com- 
plete equipping of the industry . . . develop techniques, increase efficiency, 
unify the regulations, and reform the management of the industry^ 

The control associations were not centralized under any one agency of 
the government but each association came under the jurisdiction of the 
Ministry having cognizance of the field. A Cabinet Ordinance had to be 
issued to designate each industry in which a control association was to be 
established. Significantly, all firms in the industry had to become members 
of the association, a feature which the cartels had been urging for some 
time. The by-laws of the a^soeiation had to be approved by the competent 
Minisb-y before they could become effective. The president of each asso- 
ciation was to be appointed by the competent Minister from among those 
nominated by a noiiiinating committee, hlembers of the nominating com- 
mittee were to be appointed " from among those who have had experience 
with or have made special studies of the industry concerned.” The presi- 
dent was given very large power-= over the association, and the association, 
in turn, over member firms. 

The first Ministerial Ordinance providing for the designation of indus- 
tries in which control associations were to be formed was not issued until 
after Tojo became Prime Minister in October 1941. It covered iron and 
steel, coal, mining, cement, electrical and industrial machinery, precision 
instruments, automobile.-- and other vehicles, foreign trade, shipbuilding and 
rolling stock. A second decree in August 1942 added light metals, chemi- 
cals, rubber, leather and hides, oils and fats, staple fiber, rayon and hemp. 
The control associations -oon began to compete among themselves for 
scarce materials and labor. Nor was there any coordination of control 
within the government. Control remained splintered among Ministries and 
Bureaus, the Cabinet Planning Board lacking effective jurisdiction. Prior 
to the establishment of the Munitions Ministiy in November 1943 there 
■were 345 control associations under jurisdiction of the Minister of Com- 
merce and Industry alone.®* Basically the establishment of the control 
associations was neither an innovation nor a break with the past. It fol- 
lowed much along the lines of the pattern laid down by the Major Industries 
Control Law of 1931. Cartel control over industry was tightened and 
government control over the cartels was set out more explicitly. For the 
most part the same men who dominated the cartels ran the control asso- 
ciations. To cite but two e.varaples, Kenjiro Matsumoto, former president 
of the Japan Coal Company and a Mitsui director, became president of the 
Coal Control Association, while Koshiro Shiba, managing director of 

“’For complete text of the Ordinance, see Horn Zensho, Tokyo, 1941, pp. 612-20. 

“SThe way in which control associations operated during the Pacific War period 
and the various changes in the control structure will be discussed in the following 
chapter. 



A DECADE OF PSEPABATION 


33 


Mitsubishi Heavy Industries, became president of the Shipbuilding Con- 
trol Association. 

The “ Co-Phosperity ” Sphere 

Japanese policy in the thirties was designed not only to oiganize pro- 
duction for self-sufficiency and to strengthen the military within her sphere 
of influence, but also to extend that sphere to take in areas rich in vital 
materials which Japan lacked. No review of the Japanese economy in the 
thirties would be complete without a brief survey of her aims in such areas 
and the means used to accompli.«h the purpose. Subsequent chapters will 
indicate the degree of success or failure. 

Japan’s overseas expan.«ion was a drive compounded of many elements, 
military ambition, agrarian unrest, desire for acquisition of strategic mater- 
ials and economic self-sufficiency, pure national vanity and greed. It was a 
consistent movement and did not begin with the march into Manchuria. 
It started, as did modern industrialization in Japan, by an imitation of the 
West. When Japan saw how easy it was to take territory from weak and 
defenseless peoples and proved it to her own satisfaction by wresting 
Formosa from China, the formation of the “ co-)>rosperity " sphere got 
under way."" Kwantung Leased Territory, South Manchurian R.R., Korea, 
the Mandated Island.*, alt fed the flames. The relative ease with which the 
march into Manchuria was accomplished niailc it certain that more would 
be attempted. 

The economic phase of the motivation was clear. Jaiian lacked certain 
basic materials without which no raodera nation could be regarded as strong 
and powerful. An abundance of these materials was to be found all 
around her, some nearby in weak area.*, others somewhat more distant but 
perhaps ultimately not unobtainable. With a plethora of labor and a 
paucity of resources it seemed not illogical to Japane.'e leaders to sacrifice 
some manpower to obtain essential resources. tVitli thc>c materials in her 
grasp, Japan would be self-sufficient and unchallengeable in the East. 
There would bo colonial iwsts for her young men, commands for her mili- 
tarists, markets for her manufactured goods, raw materials for her indus- 
tries. So reasoned tlic economic thinkers, .-ucli as Aikawa, Kishi, Hoshino, 
and others of the expansionict group. 

Formosa had provided sugar and rice; Korea rice, electric power, light 
metals and ferro-alloys; Jlaucluiria offered iron ore, coal, soy beans; North 
China coking coal, aluminous shale, cotton, salt; the Mandated Islands 
phosphorite and phosphate. Later there was the oil and bauxite of the 
Netherlands East Indies, tin and rubber of Malaya, etc. Such riches so near 
at hand! Two basic problems confronted the Japanese during the thirties 


as For a Japanese view, see Watanahe, Kijiro, JVissei Nichiro Senso Shim (Histoiy 
of the Sino-Japanese and Russo-Japanese Wars), Tokyo, Aupist 1937. 
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in molding their “ co-prosperity ” sphere: how to exploit resources in areas 
already secured and liow to acquire the remaining areas with impunity. 

The earlier acquisitions, Formosa and Korea, were hailed for their con- 
tribution to Japan's agricultural deficiencies. Formosa supplied sugar and 
Korea rice. It wa.s not until the thirties that any real attem pt at dev elop- 
raent of industrialTesburce^was undertaken. In the ten years from 1930 
through 1939 industrial production in Formosa rose from 247 million yen to 
574 million yen, a 2.3-fold increase, while Korean pro duction rose from 280 
million in 1930 tp_l .498 nrillion yen in 1939, iner ting 5.5 tim es. However, 
the part played by Korea and Formosa in Japan's industrial production was 
comparatively insignificant. In 1939 Japan proper accounted for 91.2 per- 
cent of the total industrial production of Japan, Korea and Formosa, while 
Korea was responsible for 5.7 percent and Formosa 3.1 percent. Moreover, 
of the industrial production totals, the foodstuffs industi-y accounted for 67 
percent of the total in Formosa and 22 percent in Korea.™ 

The Oriental Development Company, established in 1908, was the fore- 
runner and set the pattern for a large number of other development com- 
panies established in the thirties for the exploitation of various areas. Its 
capital, originally 10 million yen, rose to 100 million yen by the outbreak 
of the Pacific War, of which 62.5 million was paid-up. Though it confined . 
its activities to Chosen at first, and indeed at the end of 1941 more than 50 
percent of its investments and 70 percent of its loans were in Korea, it began 
to go further afield. A 1919 it established the Dutch East Indies Coloniaa- 
tion Company for the development of rice and coconuts at first, later rubber. V 
It financed the Hainan Development Company, which became very active 
in Mindanao, and the South Seas Development Company for exploitation 
of sugar in the Mandated Island.^. Its investments in China were prin- 
cipally in cotton production*^ and in Manchuria in electric power. In 
Chosen it= principal investments were in real estate and one source notes: 

. . . the farm lands owned by this company in Chosen at present amount 
to 42 million yen. The lands have been leased out to tenants and the pro- 
ceeds from the rent are enormous. The biggest profit of the company is de- 
rived from this source, its intake for a half period being 5,800,000 yen or a 
profit rate of a little less than 30 percent on the principal.™ 

Since the company virtually monopolized the good farm land, it was able, in 
conjunction with the Government-General, to force exports of rice at the 
expense of reducing the per-capita food consumption of the native popula- 

’•^Orienlal Ecouomid, Jiily-Augiist 1945, p. 251. 

15,840,000 yen or 87 percent of the total investment of 18,520,000 yen in China 
was in cotton production. 

Oriental Economist, June 1942. p, 281. H. K. Lee, in his Land Vtilizaiion and 
Rural Economy in Korea (1930), notes that Korean tenants paid the highest rents for 
leased land in the world, the maximum amount of rent totaling as much as nine-tenthr*^ 
of the crop with the minimum at one-hftb (p. 163). 
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tion. According to an official report, nearly 2J million families or 80 percent 
of Korea’s farm families “ in the spring every year have been short of food 
and had to maintain life by searching for edible weeds, roots, and bark on 
the hillsides. . . 

In the late thirties, at the government’s prompting, the company directed 
its capital toward steel and power development, making substantial invest- 
ments in Chosen Hydroelectric. Kokai Hydroelectric, Chosen Steel, Southern 
Chosen Hydroelectric, etc. Th e major sha re of the industrial development 
of Korea in the thirties, particularly in electric power, was, however, under- 
take n by priv at e Japanese cunccrn^ .ii "riic most important, irom the stand- 
point of its impact on the Korean' economy, was Nippon Chisso Hiryo y 
( J apafiTNitrogenous i'ertilwcr Aianufacturing Company). Ninety percent/ 
of the electric pow er der'elopnient of Korea w as accomplisli'ed under i ty 
auspices. It was also responsible for the development of the che mical i n- 
dustry which by 1941 was the most important in Km e^d^ The company 
also'li-orked closely with the military in an attempt to establish synthetic 
oil production in Karca.’’ Its largest subsidiary was Chosen Dengyg (the 
Electric Power Corporation of Korea) capitalized at 341. million von. It 
also owned the Oryokko Hydro-Electn^ Company of Korea, which was 
.jointlyl'esponsiblc with the Oryokko Hydro-Electric Company of Han- 
chui’ia for the Suilib Power devclopmenTdh the Talu River.’’' ThFTTOwcr 
station began operations in August 1941, after four years of construction at 
a cost of 100 million yen. The project has the second largest reservoir in 
the world, surpassed only by the one at Grand Coulee, Its generating ca- 
pacity was 3.8 billion kwh. per year, though it was planned to raise this to 
4.2 billion. 

Nippon Chisso’s Korean name.'ake and sub.'idiaiy, Koiea Nitrogenous 
Fertilizer ilanufacturing Company, was established in 1927; its main plant 
at Konan (a suburb, of Kanko) started operations in .January 1930. At 
that time Konan was a small hamlet but by 1940 it had 60,000 inhabitants. 
Other subsidiaries were established in rapid succession,'” Chosen Magnesium 
Company, Chosen Coal Company. Chosen Explosives Company, Soy Bean 


Annual Report on the Adminlatradon of Choien, Chosen Sotokufu, 1937-38, p. 

218. 

"•^Chosen Soiokufu Tokei yempo, 1942, p. 483. 

'3 The material i‘ 0 sults of Japan’.=5 efforts in all of the occupied areas will not be 
discussed in this chapter but will be found in Chapter 3, tied in with the detailed dis* 
cussioQ of Japan's requirements and output of basic raw materials. The purpose here 
is merely to sketch the picture of what Japan was trying to do and how hoped to 
achieve her purposes in the " co-prosperity ” sphere. 

This river forms the boundaiy between Korea and Manchuria. 

^^For details of activities to 1937 see Miyake, Seiki, Skinko Kontsuerun Toktihon 
(New Concerns Register), Tok)"©, 1937, pp. US el saj. 
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Chemical Industiy, Inc., Chosen Aluminum ilaiuifacturing Company, 
Chosen Synthetic Oil Company, Chosen Zinc Products Manufacturing Com- 
pany. Funds iverc invested in Chosen Oil, Chosen Lumber, Chosen Phos- 
phate, etc. 

The motive which led Nippon Chisso to invest so heavily in Korea is 
well expressed by Grajdanaev; 


The chief reason for their extensive activities in Korea, apart from their 
‘ breadth of vision ’ and ‘ ability ’ is the fact that in Japan their Japan 
Nitrogen Corporation was making only 11-13 percent net profit, while in 
Korea the net profit of Chosen Chisso Hiiyo was 31-33 percent. . . .’** 

It led to increased participation in Korean industrial development in 
the thirties by other large Janancs e combin e^. Sumitoinainvested in light 
metals, MitiuhishiJn-mlway.-, mines, yast-funmeesri^litsui in cement, fats 
and oilsv chemicals. Its Kanegafuchi Spinning and Weaving Company set 
up ^ Kanegafuchi Chemical Company in Korea. Its Oji Paper went into 
paper production. Japan Mining Company, a Nissan subs idiary, went into 
tungsten. copper_and_gold mining. 

In 1940 the total population of Korea wa;- 24,326,000, of which 23.6 mil- 
lion were Koreans. Less than 3 percent of the population was .lapanesc.^^ 
Despite the fact that the density of jiopulation in Japan was 495 persons per 
square mile compared with 285 for Korea, and that one of the excuses con- 
stantly given for Japanese expansion was overpopiflation at home, very few 
Japanese, other tlian the managerial group, had ei’er migrated to Korea. 
While Japanese did not go to Korea, Korean- went to Japan by conscripl 
tion and were forced to work in Japanese c oal mine s. But the outstanding 
fact of Korea’s economic situation was Japanc-e ownership of more than 80 
percent of real and industrial jiroperty. A survey published in the spring 
of 1940 showed Japanese ownership of 81.7 percent of the paid-up capital 
of all industrial enterprise s in Korea. Japanese ownersh ip. lanaed from an 
unusual low of 36 percent in medicines and drugs to a high of 97 percent in 
the chemical indu-try. Even in texti lea._l hiulttTm n £§e owned 80 perc ent of •. 
the industry. Th ey pip ed 93 jiercent of the metal and machinery industry,! 
80 percent of the fiouFancTTico mill-. 97 pel rent uf the cci ncnt jilaMs, 94 
percent of-the-kmilier industw, etc.'^’ Of all companies with head office- in 


Korea, in all fields — agriculture, coninicrce. manufacturing, mining, fishing, 
finance, etc. — 88 percent of iiairl-up capital was Japanese-ownc^ It should 


Grajdanzev, Andrew J.. Mod(rn AV/ren, InsUtute of Pacific Relations, New York, 
1944. p. 161. 


Chosen Keizai Nempo, 1940 (Korean Economic Yearbook), Tokyo, September 
1940. Also for an intere.«ting analysis in English of the population of Korea, see 
Taeuber, Irene B., “Population Potential of Postwar Korea," in the Far Eastern 
Quarterly, Special Number on Korea, Vol. V, No. 3, Now York. May 1946. 

Kohisei Guraju, Tokyo, April 1940. 
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be noted t hat no electric power plants were under Korean contro l. Such 
was the “co-prosperity” sphere in Korea! Korean jjarticipation in their 
own indus trialization w a s limited, for the most -part, to ilay labor in Japa - 
nese- financed and ma na ged plan ts. 

Japan heavily subsidized output of those industries in Korea which it 
wished to encourage. For cxainple, in IMS su bsidies ranging from 19 to 77 
yen per kllpIrEef yyere paid producers of synt hetic petroleum. In 1941 sub- 
sidies were granted on pei' ton of production above the 1937 level, at the 
rate of 20-30 yen on fluorspar of 93 pci'ccnt, 250-300 yen on tungsten of 65 
percent, and 1,000-2,000 yen on mica. Producers of alumina from domestic 
alum-bearing materials, instead of from imported bauxite, were jiaid 150 
yen per ton of 97 percent alumina to compensate for increased co^ts.of pro- 
duction.®* The growth of industry in Korea during the decade prior to 
Pearl Harbor is indicated by the fact that in 1931 the value of manufac- 
tured goods to total gross value of Korean production was 21 percent and 
the value of agricultural goods 64 percent, but by 1941 both manufactured 
and agi'icultural pj'oducts each accounted for 40 percent of total value.®- It 
was estimated that total .Wianese inve.'Jtnient.- in Korea by 1942 amounted 

to 7,330 million ycn."''0/ 

•» 

ilanchuria was a predominantly agricultural area when the Kwantung 
Army marched in, determined to c-tablish a self-sufficient eontinental base 
of operations, free from the influence of .lapanese industrial combines. It 
remained predominantly agricultural until the Aftny was forced to admit 
that it could not industrialize Manchuria by itself and would have to utilize 
industrial aid, however reluctant it was to do so. As late as 1936 little 
Kwantung Leaded Territory was more important industrially than Man- 
churia. Value of imlustrial production of Kwantung in that year amounted 
to 470.5 million yen while the eorre-ponding figure for Afanchuria wa-i 335.4 
million yen. In a declaration of economic policy on Manchuria, announced 
on March 1, 1933, it was stated that the Economic Construction Program 
was designed to avoid the haneful effects of unbridled capitali.-im through 
the application of a certain mca.-urc of national control so that a sound de- 
velopment in all branches of the people’s economy may be realized.” A 
strictly controlled economy, such a> business interests fought to prevent in 


®' Domci Jiji Xitikaii, Tokyo, 1!M3. p 213. 

^Statistical Monthly of the GovcnimCHt-Genenil of Chosen, Xovembev 1941. p. 38. 
For detailed statistics on tlie development of mineral production in Koiva, see Korean 
Mineral Industry Statistics, X'aliiral Rr«oinTc.s Section, SCAP-GHQ, Report Xo. 23, 
Tokyo, March 18, 1946. 

Oriental Economist, August 3, 1946, pp. 506-07, based on studies by the Indus- 
trial Bank of Japan and the National Federation of Economic Organizations. 

^ Fifth Report on Progress in Manchuria to lISS, Hsinking. 1936, p. 98. 
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the late thirties in Japan proper, was established, with the Array firmly in 
control. Pu-Yi testified at the Tokyo war eriines trials that 

On paper, in order to fool the people of the world, Manchukuo was made 
to look like an independent state but in fact it was administered by the 
Kwantung Army. Nominally there were Ministers and Vice-Ministers in 
charge of the various departments of the government. Practically every one 
of the Vice-Ministers was a Japanese. Ministers were Chinese. On the sur- 
face the Chinese were put in charge, but underneath the Japanese ran the 
show. There was a Fourth Section in the Kwantung Army in control of 
Manchurian affairs. All ordinances and enactments would be proffered by 
the Vice-Ministei'5 who were all Japanese, and then all had to be approved 
by the Kwantung Army.“ 

Economic development was at first entrusted to the South Manchuria 
Railway Company.^" For this purpose its capital was raised in 1933 to 800 
million yen (half of which had been supplied by the Japanese government) . 
The Company established, jointly with the Manchukuo government, a num- 
ber of special companies for economic development — the Manchuria Petro- 
leum Company, the klanchuria Gold Mining Company, the Manchuria Coal 
Mining Company, the Manchuria Mining Development Company, etc. 
Such companies were jointly financed by the Railway Company and the 
Manchukuo government,"'' 

Under the Economic Construction Program for Manchukuo (March 
1933) a ten-year plan for the construction of 4,000 kilometers of new rail- 
road lines, which would bring the total network up to 10,000 kilometers, had 
been set, and it was charged that the South Alanehuria Railway Company 
was preoccupied, at the expense of other economic projects, in attaining this 
goal, which it did, in. less than seven years, by October 1939,*® In the mid- 
thirties the Company found it difficult to float bonds in sufficient quantities 
to finance its variou.s interests and was forced to resort to temporaiy bor- 
rowing from banks and from the De))Osit Bureau of the Japanese Finance 
Ministry. It was at this time that the Army decided that it needed more 
active indu«tiial assistance and attempted to attain it, and yet retain a 


Summalioii, Xo. 11, op. at., pp. 55-56. 

*®Tlie company had been organized in 190" to take over the military line which 
the Japanese had built during the Ru-.-Wapane-p tVar from Antung to Mukden as 
well as the southern branch of the Chinese Eastern Railway from Changchun to Port 
Arthur which Russia ceded to Japan. The comirany's original capitalization of 200 
million yen was increased to 440 million in 1920, 

The Railway Conijiany had previously been responsible for the establishment of 
both the Anshan Iron Works (March 1917) and the Shown Steel Works (July 1929). 
See The South Manchmia Railway CompaHy’a Fart in the Economic Development of 
Manchukuo, by Kanai, Kivoshi. .Tapane.re Council, Institute of Pacific Relations, Tokyo, 
1936. 

**1 The Heavy Industry oj Manchukua, Intelligence Series Xo. 3, Xippon Keizai 
Remmei Eai, Tokyo, 1940. 
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large degree of control, by working out a deal with Aikawa, one of the newer 
industrial figures. In his own words: 

The seeds of the present project were sown about a year ago in the early 
autumn of 1936, when at the invitation of the Hsinking authorities I made 
a tour in Manchukuo to inspect all phases of the region’s industrial oppor- 
tunities. Sometime later, I was appointed a sort of adviser to the Kwan- 
tung Army, which subsequently asked my opinions and suggestions on vari- 
ous pertinent subjects from time to time. The seeds thus sown have now 
borne fruit. Under the guidance of the Army, Manchukuo has been making 
a series of experiments to determine what course its industrial development 
should follow, and many test tubes have been broken in the process. The 
sum total of these experiments has been the conclusion that it would be 
advantageous to leave industrial affairs to the care of industrialists.*® 

The deal which Aikawa worked out with the Army ini olved his incor- 
porating in Manchuria the Manchurian Industrial Development Corpora- 
tion ("Mangyo” for "Manshu Jukogyo Kaihatsu KK.'’) into which his 
Nissan Company was changed. Mangyo was established by a special ordi- 
nance on December 27, 1937, and became operative on March 1, 1938. 
Aikawa became president and remained such until December 1942. The 
Manchukuo government invested 200 million yen to match the capital of 
Nissan which went into the Manchurian Industrial Development Company, 
the total capital of which was 450 million yen (397 million paid-up). 

Total loans and inve.-tments of Mangyo in Manchuria rose from 174 
million yen during the first half of 1938 to a cumulative total of 1,498 mil- 
lion yen at the end of 1941. A number of existing companies, such as Showa 
Steel Works, Penhsihu Colliery and Iron Works, Manchuria Light Metals 
(est. 1936), Dowa Automobile Company (est. 1934), were taken over by 
Mangyo, while others, such as Tuugpicntao Development Company (to 
mine iron ore and coal and produce steel in tlic southeastern frontier re- 
gion), Manchuria Aircraft, Manchuria Automobile, hlanchuria Mining, 
Manchuria Machine Tools, Manchuria Special Steel, etc., were established 
by Mangyo. The Company was authorized to invest in iron and steel, light 
metals, coal, automobiles and aircraft, and in the raining of gold, zinc, lead, 
and copper. By the end of 1941 the Company had controlling investments 
in 32 companies. The Manchukuo government guaranteed a return of 6 per- 
cent on capital but by 1940 the company was earning 13.6 percent and 10- 
percent dividends were being paid on non-government shares. The govern- 
ment also guaranteed the principal of all funds brought into Manchuria and 
employed in the operations of the company and its subsidiaric'^. 

Despite such inducements, however, the older financial and industrial 
combines held back, and even Hoshino was constrained to announce pub- 
licly: 


Nippon Indnslrial Company's Entry into Manchukuo. My Views on the De- 
velopment of Manchurian Industries, b)' Aikawa, Yosbisuke. in a pamphlet published 
by the Oriental Economist Company, Tokyo, March 1938, p. S. 
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More industrialists from Japan are therefore requested to come forward 
and take part in the operations of the organization. What I especially wish 
to emphasize in this connection is that even in the case of fundamental in- 
dustries, the government control does not go beyond making it clear who 
is ultimately responsible for each undertaking.”" 

The idea of an Anny-dominated, self-sufficient economy still did not appeal 
to business groups interested in selling manufactured products and purchas- 
ing raw materials cheaply. The first five-year development plan for Man- 
churia, adopted in 1937, was a grandiose scheme for all-round development 
of ^Manchuria with special emphasis u|Mn exploitation of natural resources 
and utilization of them in !Manehuria in new war industries. The key fea- 
tures were again stated by Hoshino: 

The heavy industry is intended to materialize the production of five mil- 
lion metric tons of iron, two million tons of steel, and two million tons of 
liquid fuel, the creation of aluminum and magnesium industries using en- 
tirely native materials: the establishment of the motor car, machine tool 
and aeroplane industries; and as auxiliary operations, the complete ex- 
ploitation of coal deposits, and the large-scale extension of hydroelectric 
power and plants.”* 

The agricultural plia^e of the plan contemplated sending 100,000 Japa- 
nese families to IManchuria. By the end of the first five-year plan in 1941, 
about 42,000 families had emigrated.”- .V.- Pu-Yi pointed out, ■' when the 
Japanese immigrants arrived they moved onto the tilled land and the 
Chinese were moved to undeveloped lands.” 

AVhile significant gains were made under the )dan it was too ambitious 
a program requiring too large a volume of capital from Japan’s resources, 
particularly in view of the fact that no funds could be obtained from abroad. 
The plan had to be scaled down repeatedly and each year “ drastic ” revi- 
sions were announced at the end of the glowing accounts of how well the 
plan was succeeiling. For example, one magazine, after recounting in very 
general terms the great achievements under the plan, added. 

It is evident, however, that the c.xccution of the plan was hampered by 
the extreme difficulty of carrying on economic construction in the midst of a 
large-scale armed conflict. Interference with the execution of the program 
took the form of inability to obtain materials, scarcity of labor and lack of 
sufficient transportation facilities.”” 


""“The Indii.^tiial Piogiess of Jlancbukuo.” an address given by Hoshino/ Naoki, 
Director-General of the General Affaire Board of the State Council of Manchukuo, at 
the general meeting of the Japan-Manchiikno Industrial Association held in Hsinking 
on May 18, 1939. 

”* Hoshino, op. cit. A detailed account of the results of the plan will be found in 
Chapter 3. 

^^Manshu Nenkan, 1941, p, 332. 

Industrial Development Program in Manchukuo," Ton (East Asia), Tokyo, 
March 1940. 
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Scheduled production of steel ingots was to rise to one million metric 
tons in 1940 and to two million tons in 1942. When production held at a 
little over 500,000 tons the planned goal for 1942 was reduced to 850,000 
tons. 

In 1939 Manchukuo bonds and debentures floated in the Japanese capital 
market amounted to 59 percent of the domestic (Japanese) bonds and de- 
bentures issued.*^ At the joint Japan-Manchukuo Economic Conference 
in May 1940, the vice-president of the Bank of Japan denounced this exces- 
sive drain on Japan’s capital and declared that Manchukuo should reduce its 
borrowings in Japan so that more Japanese capital might be available for 
investment in Japanese government bonds. The Five-Year plan was re- 
vised to shift emphasis to production of coal, iron and steel and light metals 
and away from self-sufiiciency, which involved fabrication of these mate- 
rials. Tokyo banks refused a loan of only 30 million yen to the South Man- 
churian Railway Company and the Japan Iron and Steel Manufacturing 
Company refused to purchase 900,000 shares of Showa Steel which had been 
planned. Toward the end of the year inability to obtain equipment led 
Manchuria Automobile to suspend operations, Manchuria Light Metals to 
abandon construction of its half-finished plant at Antung, and Showa Steel 
to postpone its fifth and sixth expansion plans. 

There was a tightening of the belt all along the line in Manchuria. Com- 
panies were ordei'ed to abandon unreal paper plans in favor of immediate 
returns; overhead was to be cut; companies were not allowed to hire any 
more workers for the entire year. Although capital investment in Man- 
churia reached its peak in the following year, the original ambitious plan 
was considerably reduced in favor of attaining more limited and more im- 
mediately realizable objectives. Japanese capital investment in Manchuria, 
which had totaled 1.2 billion yen during the five years 1932-36, amounted to 
4.3 billion yen during the five years 1937-41. By the end of 1941 the Japa- 
nese had poured 7.2 billion yen into Manchuria in an unparalleled decade- 
long attempt to transform an agricultural land into an industrial arsenal. 

Evidence is now available to indicate that long before Alanchuria had 
even begun to be digested, plans were being laid for the acquisition and use 
of the economic resources of North China. A series of documents have 


“S" Japanese Investments in Mitnelmkuo," by Siig.a. Tiikcu, in Ki'izui Maiafiu. (Eco- 
nomic Manchuria), Vol. 9, No. 1, January 13, 1940. The Manchukuo government 
financed its investments in va!'iDu.“ development eomitanie.s by i.^suing bonds to the 
Central Bank of Manchou which, in turn, paid the gavcrnuient in fiat money for the 
bonds which it could not resell. As the government turned cash or deposit credits over 
to companies. Manchukuo prices begun to rise rapidly and at a pace quicker than in 
Japan. Between July 1937 and July 1941 the note issue of the Central Bank of Man- 
chou rose by 350 million yuan. Over tbe/same period the budget of Mancliukuo tripled 
and loans of the Central Bank also tripled. For a good discussion of the developing 
situation, see “Financial Problems of Manchukuo,” by Sakomizu, Hisatsune, of the 
Japanese Finance Ministry, in Keizai Maiishu, January 1941. 
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come to light ^Yhich indicate that as far back as 1934 the Japanese were 
taking detailed inventories of China’s resources and determining the best 
method of exploitation.®^ 

The documents indicate that there was a close alliance between the 
Army and the South Manchurian Railway Company first in cataloguing 
and taking inventoiy of North China’s resources and later in planning for 
their exploitation.®" Possibly it was these studies whieh gave rise to re- 
peated reiteration in Japanese literature of the time of the enormous re- 
sources of North China and their value in supplementing the deficient Japa- 
nese economy. For example: 

A brief survey of the economic position of North China . . . reveals that 
the area abounds in coal and iron ores — ^the raw materials most essential to 
heavy industry. . . . Thus the role which North China will play in con- 
tributing to the solution of Japan’s raw materials problem cannot be over- 
emphasized, especially from the standpoint of a wartime economy. . . . 
Moreover, development of those rich resources in North China has just be- 
gun; their importance lies mostly in their vast potentialities.®’ 

The fact that the occupation of North China and its ensuing economic 
exploitation <iccurred after the Army had discovered the need for industrial 
assistance in JIanchuria led to closer cooperation between the military and 
the businc'« interest-^. When the Army marched in, some of the plants 
owned by China were seized as enemy jiropcrty. Some plants had been 
abandoned, others had been damaged. In some instances Chinese owners 
remained on the =ccne. hoping, through bribery, to salvage what they could. 
The actual operation of all of the-e jdants was entrusted to Japanese or 
Manchurian companies. They remained under army control but were op- 
erated by private interc-ts.®® Expcn«es involved in repair work were borne 


®®“Some Economic Document^ Relating to llic Genesis of tlie Japanese-Sponsored 
Regime in Jioith China.’’ by T. K. Hoo. in the For Enxlern Quarterly, Xovomber 1946, 
Vol. VI, Xo. 1, p. 66. 

""The earliest dofiimcnt was dated October 25, 1034, and was an outline of an 
economic investigation of North China piepaml for the Army by the Committee on 
Economic Research of the South Manchurian R.R. Company. It was entitled Hokushi 
Keizai Chom Yoko Anslw, by Mantetsu Keizai Cliosakai. The Railway Company had 
established a China Commiltee and its work was Miinmarized in a report of Febmary 
1935, entitled Shina Keizoi Cham linkni Xi Kmisuni Ken (Gensho Hokoku). The 
Army also e.<.tabli'lied a North China Economie Re'-eareh Unit and its work was out- 
lined in a pamphlet on July 3. 1935. entitled Ilukuzhi Chosn Han Ko Kelgyo Kachi Wo 
Shu To Sum Kenkyn Oyobt Chosa Komoku Ichiran Hyo, 

The iron ore reserves of Manuimkuo were estimated at 783 million tons, over five 
times those of North China, whei eas the former’s eoal deposits are placed at only 4,700 
million tons, far below the figures for North China. KilaMna Keizai Sokan (Economic 
Handbook of North China), Section 1, Chapter 3, “Economic Relations with Japan,” 
Industrial Department, South Manchuria Railway Company, Tokyo, 1938. 

®®See “Regulations for tho Supervision of Military Controlled Enterprises,” in 
Tairiku Nenkan for 1943, Tokyo, pp. 246-48. 



A DECADE OF PHEPAHATION 


43 


by the designated concern to be recouped out of subsequent profits. In some 
eases such plants nere later turned over to the North China or Central 
China Development Companie.*, or placed under joint management with the 
Chinese owners in an effort to encourage participation of Chinese capital, 
or simply handed over to the Japanese operating concem upon payment of 
a nominal purchase price. 

Cotton mills, coal mines, flour mills, electric power plants, paper mills, 
match, cement, chemical, tobacco plants, etc. were treated in this fashion. 
Japanese companies participating included Kanegafuchi Spinning Company, 
Toyo Cotton Mills, Xitto Flour Mills, Daido Electric Power, the Okura 
Company, Chosen Godo Electric Power Company, Asano Cement, Chung- 
hua Match Company, Jaiian E.vplosh'es Manufactui'ing Company, Toa To- 
bacco Company, Oji Paper, Toyoda Motor Car Company, ctc,”“ While 
this device served to continue existing industiy it did not provide for basic 
expansion. To accomplish this a familiar pattern was followed. Two de- 
velopment companies were established, one for North China and one for 
Central China. Both were established in November 1938. The North 
China Development Company was capitalized at 350 million yen and the 
Central China Development Company at 100 million yen. The Japanese 
government supplied half the cajutal in both cases. 

By 1941, approximately 73 percent of the North Chinn Company’s in- 
vestments had gone into transportation, communications, and harbor enter- 
prises. IMining enterprises were the next largest category, 9 percent, fol- 
lowed by electric power, 3 percent. The Company had invested in or estab- 
lished 21 companies, 8 associations and one bureau. Its subsidiary affiliated 
companies included North China Trans])ortation Company, Taku Trans- 
])ortation Company I'singtao Wharf, North China Telegraph and Tele- 
phone, Chefoo Electric Power, Inner Mongolia Electiic Company, Tientsin 
Electric Power, North China Electric Conqiany Ltd., North China Salt, 
North China Cotton Company, North China Mining, North China Gold 
Production Company, Lungyen Iron Mining Company, etc. 

The Central China Development Corporation concentrated mainly upon 
repairing the damage done by Japanese armies, upon development of com- 
munication and transport facilities as an aid to Army operations, and upon 
the exploitation of existing resources and businesses. Its investments in- 
cluded the Central China Water Works and Electric Power Company to 
restore water and electric services, the Shanghai Inland Water Steamship 
Company, the Central China Tele-Communication Company, the Shanghai 
Realty Company, the Central China Motor Bus Company, the Greater 
Shanghai Gas Company, the Central China Railway Company, Central 
China Raw Silk Company, Central China Fishing Company, etc. 


*1®" Japanese Capital in China,’’ Toyo, Vol. 32, No. 5, Tokyo, Mairh 1939. 
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Lett the impit-sien be gained here that all iilans were carried to fruition, 
it may be well to prt-eiil an inteic-ting evaluation by the President of the 
North China Development Cmupany. obtained by interrogation after the 
war: 

Q. \Miai maieiiaL did Jajian get from Xorili China? 

A. Some coal, iron-ore. and aluminou- thale. 

Q. Did you get -ignificant quanthie: of tlie-e materials? 

A. No. not iflufh. Tiansponation difficultie' reduced the amounts, espe- 
cially durina the war. We tried to re-rnnte into Manchukuo. but this only 
made the cnuge-rinn vLor'C. . . . 

Q. Wha: exitin' were -eu’ nttm .Tapan " ■ balance the good? taken from 
Nonh China? 

A. Early in rlie a ar -uel. iretijs a^ textiles. 

Q. tMiy dii] ynu have 'h t prupy North China loilitarily to get this trade? 

-A. I'lu not -ure — I c-anarit reply exactly, but I understand that to settle 
the ilanehiirian .Afiai-. it tta- nett-eaty for North China to be occupietl. 

Q. Bn: why 'lid yriu have tr oeenpy it to get a large trade? 

A. The luilitaiy pejipk tliouElit rhi- T.a- ntcc-saiy. 

Q. Why did the iju-ine— people support this? 

A. China via- in 'Iborder. The inilitary felt it necessary- to occupy the 
country but the o'lier Japane-e 'eader- did not think so. When the .Army 
carried through ti.i» program, the people came around to accept it. 

Q. Did rlie bu-ine- leader- influence the formulation of this policy? 

A. The bu-iness leader- had r.o direct influence on this policy. Once it 
was -et they had t n lollow ;r. 

Q. Who wade the policy? 

A. From the time of the Mancmjriait Incid-at. the military took charge 
of policy. .A momentum wa- -et up which cairicil their policy through. The 
business leader- had to follow. .At best they cijuld retanl it. 

Q. But who made the decisions? 

-A. The -Ariiiy. But who i- the center of the .Army? Nobo'ly knows. 
It was like u cuiieni flowing rliiough a large number of young officer- in 
the Anny.^'"’ 

Goko, Pre-ifhnt ot Mit-iibi-in Hea'.-y ludu-tries. testifieil in the -ani'- 
vein; 

Q. What i- your leeling a- to reason- lor the outbreak of the Chinese 
campaign? Wa- the campaign considcrefi by the economic leaders? 

.A. I believe that the China Incident wa- a direct result of the initial 
Alanchurian inoveiiient. I do not believe that the economic leaders of Japan 
had anything to do with it. It was a trial move on the part of the mili- 
tarists. 

Q. What is your opinion as to the time Japan reached the apex of her 
economic capabilitie-? When was her potential biggest since 1931? 

A. .At the time of the fall of Hankow. 

Q. In other words, do you believe that the addition of North China to 
the Japanese Empire did not add anything to Japan's potential? 


l's>Both Hatla. Pre.-ident of the Xorfh China Development Company, and Goko. 
President of Mit-ubishi Hearw Indu-trie-. wcie -ubjeeted to the economic purge in 
early 1917. 
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A. The resources of the lands taken did not help to increase Japan’s 
sti’ength. 

Q. How does your answer jihe with major economic developments which 
actually took place after 1938? 

A. I agree that the industries of Manchuria and North China were 
starting to develop at that time, 1938. I do not believe that cither of these 
districts yielded much in recent years."’^ 

This was the more realistic afterview of the contributions of Manchuria 
and North China. At the time the Japanese had reason to feel that their 
economy was being bolstered by the contributions of these areas. The 
Japanese steel industry had come to depend on North China for coking coal. 
Production of such coal in North China and Mongolia rose from 10 million 
tons in 1938 to 24 million in 1941. Manchurian coal production rose from 
16 to 24 million tons over the same period. China supplied 14 percent of 
Japan’s iron ore imports in 1937; by 1941 it furnished 49 percent. Pig iron 
production in hlanchuria increased from 476,000 tons in 1934 to 1,400,000 
tons in 1941 and ingot steel production rose from 137,000 tons in 1935 to 

573.000 tons in 1941. Exports of Manchurian pig iron to Japan rose from 

383.000 tons in 1935 to 548,000 tons in 1941. By the end of the decade 
Japan’s salt requirements were met largely from North China and ilan- 
churia, while an increasing variety of non-ferrous metals and ferro-alloys 
began to flow from Manchuria and Korea. 

Japanese speculation in 1940-41 turned to those aspects of the co- 
prosperity sphere and the drive for self-sufficiency which were still lacking. 
Discussions of the need for those materials which were still beyond Japan’s 
grasp, and ways in which they could be obtained, began to flood the then- 
controlled press. Titles such as: “ Japan Vitally Interested in Oil Fields in 
South Seas,” ” Southward Push Traditional Policy of Imperial Japanese 
Navy,” “ Strategic Importance of Netherlands East Indies to Japan,” 

‘ Definite Southward Program Es^^cntial foi' Economic Expansion,” filled 
the press. 

Oil, bauxite, tin, rubber, nickel, etc. were just beyond the current perim- 
eter of expansion. Accustomed by now to walking in and taking over areas 
rich in materials they needed, and with major powers occupied in a second 
World War, Japanese writers (and leadcre) seemed to take it for granted 
that Japan had only to reach out once again and take what .<he needed. For 
example: 


101 Tokyo, October 29, 1945. 

102 By Omura. Ichizo (Nippon Petroleum Co.), in Bmgei Shwtji, Tokyo, October 
1940. 

108 By Admiral Takahashi, Sankichi (Former Commander of Combined Fleet), in 
Kaizo, No. 11, Tokyo, October 2, 1940. 

10* By Saito, Chu, in Taiyo, October 1940. 

105 By Ishihara, Koichiro, in Kaizo, November 1940. 
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Now everyone will immediately think of the oil supply that Japan will 
need in such a case. But that is quite a simple matter. The Dutch East 
Indies has the oil we need . . . for this puiiiosc the Dutch East Indies must 
be asked to join the sphere. \t'e have a right to ask them to cooperate with 
us for the sake of building up an autarchic sjihere, to ask them for the 
supply of materials needed for our common prosperity and existence. . . . 
There is no cause for hesitation. It will all depend on Japan's own deter- 
mination, as in the case of invoking the right of a belligerent against the 
Chiang Kai-Shek regime."’" 

A similar but more scientific view much to the same point; 

Our oil production in 1936 aecoimted for only 10 percent of our total 
needs. Thus some 90 percent of our demand had to be imported, of which 
66 percent came from the United States. If account is taken of government 
purchases, the supply from that country would be more than 80 percent. 
Can shipments from interbloc countries take the place of the American 
supply? The Netherlands East Indies produced 7,262,000 and 7,949,000 
metric tons of oil in 1937 and 1939 respectively. Of the annual production 
over 90 percent is exported to the mother country, the United States, 
Britain and Japan. If proper approaches are made, it may be easy for 
Japan to import one-third of that, or about 2,700,000 metric tons. In the 
case of the actual formation of the East Asia economic bloc, shipments to 
Japan of the entire oil output in the Dutch colony can be asssured."” 

A study of the Cabinet Planning Board, dated December 1941, states 
“ in the greatly changing world situation, the Empire is compelled to adopt 
a policy whose objective is the establishment of a self-sufficient position 
based upon its own strength," and then points out four things ‘‘ which make 
up the bottleneck of Japan's self-sufficiency.” It lists " rice, fuel, important 
war materials and transpoit capacity.” Under measures to obtain es- 
sential materials, it is indicated that rice must be secured from French Indo- 
china and Thailand, oil from the Netherlands East Indies, tin from French 
Indochina and Thailand, coiipcr from the Philippines, rubber and nickel 
from '' the south,” etc. 

The Opportunity 

Though the Japanese leaders were impressed by their decade of economic 
growth, it was clear that, despite the greater degree of economic autonomy 
achieved with the consolidation of the Inner Zone, Japan was still too ex- 
posed and too vulnerable because of continued dependence upon basic raw 
materials derived principally from the southern areas. Without crude oil, 
bauxite, rubber, tin, nickel and copper, the pomp and power of empire were 
pretense and sham. With the regions from which these industrial essentials 


From “ Strong Defense Is the Best Way to Avert Conflict in the Pacific Area," 
by Admiral Suyetsngu, Xobumasa. in Keizai Jolw Seikeihen, Tokyo, Janiiaiy 1941. 

107 By Yamada, Fumio, in Tosci Keizai, Tokyo, October 1940. 

108 Eatimation oj Japaneae Strength Before and After the Outbreak of the Greater 
Baai Asia War, Cabinet Planning Board, Tokyo, December 1941. 
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flowed in the hands of potential enemies, Japan’s economic machine could 
be brought to a halt at their will. Accordingly when a favorable confluence 
of international events made it likely that Japan could escape the growing 
economic pressure being exerted upon her, could acquire the sources of these 
essentials with impunity and without serious fear of effective retaliation, 
she moved. Viscount Tani’s “ time of confusion in Europe ’’ had come 
again.™ Germany was planning to administer the coup de grace to Russia; 
the Dutch and French were beaten and negligible factors; England, fighting 
for her existence in the West, was impotent in the Orient, and was expected 
to follow Russia to defeat. The United States, immobilized, was com- 
pletely absorbed in using its then current resources in the seemingly futile 
attempt to keep Russia and Britain propped uj) against Germany. A six 
months' delay might find Germany an unchallenged victor in Europe, 
exercising a conqueror’s right over the Far Eastern possessions of the powers 
she had broken. Japan could not afford to hesitate longer. To strike a 
paralyzing blow, wage a short defense, then negotiate a peace in which she 
would give up the farthest corners to which the surge of empire had carried 
her, but not yield the basic essentials, was Japan’s plan of action. The 
United States, faced by the futility of trying to beat back victorious Ger- 
many in the West and stopped in its retaliatory drive on Japan by a tenaci- 
ous defense of the many well-fortified islands of the Pacific which barred 
the way, would, it was hoped, realize the senselessness of its efforts and 
come to terms.'^“ 


ni» See quotation which introduced this chapter. 

lie For a strong confirmation of this view, which has been questioned by Harold 
Wakefield in his New Paths jor Japan (Royal Institute of International Affairs, London, 
1948, p. 110) see Chapter 4, especially pages 63 and 70 of “ The Rising Sun in the Pacific, 
1931-April 1942,” Vol. Ill of Hinlory of United Stales Naval Operations in World War 
II, by Samuel Eliot Mocison, Little, Brown & Co., Boston, 194S. 
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AVAR YEARS-OVERVIEW 

After the first year or two of hostilities economic causes 
would become the determining /ocior. — Frankun D. 
Roose\’elt, July 1, 1923, “ Shall We Trust Japan? ” ^ 

Common misunderstanding led to a war which should never have been 
fought, for one side could not win and the other could not lose and under 
such circumstances disagreements rarely culminate in war. Poor intelligence 
and bad estimates of psychology, capacity and potential led Japan to under- 
estimate the United States and the United States to overestimate Japan. 

In 1941 we mistook Japan's completed preparations for minimum war 
potential. Japan’s stockpiles of raw materials were generally overesti- 
mated.^ Alost U.S. agencies placed her oil reteiwes at the end of 1941 at 
75 to 80 million barrels, enough to sustain a two years' war. The lowest 
estimate was that of Military Intelligence Service, Joint Far East Oil Com- 
mittee — 57 million barrels.^ The actual figure was 43 million barrels. 
Bauxite reserves were assumed to be 500.000 tons, when they totaled only 
254,740 tons, or i nine months’ supply at the 1941 rate of utilization. In- 
stead of building up her stocks of iron ore through 1941 as supposed, Japan 
had been forced to draw upon them from 1938 on to the extent of 1,623,000 
tons, leaving only a four months’ rcseiwe at the end of 1941. The stockpile 
of scrap iron had reached a peak of 5,791,000 metric tons in 1939 and then 
declined to 4,468,000 tons in 1941. Generally, we failed to appreciate 
Japan's vulnerability to blockade and the extreme degree of her dependence 
on imported raw materials. Our margin of error grew greater as the war 
progi-essed, in many instances. In May 1943 the Board of Economic War- 
fare held that “ The primary limitation on Japan’s steel production is pro- 
cessing capacity . . . raw materials of all essential types are available to 


^Asia, Vol. XXIII. X'o. 7, ji. 477. 

2 On the militaiy -ide our ignorance wao also great. .Admiral Zacharias remarks, 
“ When war came wo liad nobody in Tokyo to tap tho grapevine of Japanese gossip and 
information, and nobody to send information out of Japan to ns. Our ignorance of con- 
ditions within Japan was so complete that in 1942 the Chief of Naval Operations was 
obliged to confess publicly that he did not know whether or not Japan was building 
monster battleships of 45,000 tons' displacement.” Secret Missions, by Zacharias, 
Ellis M., USN, New York, 1946, p, 56. 

®MIS report on oil of .August 1945, quoted in “US. Economic Intelligence on 
Japan,” .Appendix A to USSBS, The Effects of Strategic Bombing on Japan’s War Econ- 
omy, Washington, 1946, p. SO. 
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Japan in ample quantities.”* This at a time when one-third of Japan’s 
steel facilities were unused because of a dearth of raw materials in relation 
to capacity. In November 1944 the Foreign Economic Administration esti- 
mated steel ingot production at capacity, stating " equipment is being util- 
ized at full operating capacity . . . ample raw materials are available for 
such operations.” ■’ At the time capacity was 15.2 million tons while actual 
production was 6.5 million metric tons. At a period when Japan was en- 
meshed in administrative ineptitude, the UE. Committee of Operations 
Analysts reported ‘‘ management and over-all planning arc excellent,” while 
OSS summed up the administrative ability of the Japanese civil service in 
one sentence to the effect that it was “ honest and efficient.’’ The fact that 
Japan’s productive machine had come virtually to a standstill by mid-1945 
came as a major surprise to U.S. observers who surveyed the scene in Japan 
immediately after the surrender. Failure to appreciate this most significant 
development led to concessions to Russia to enter the war against Japan, to 
the use of the atomic bomb, and was leading to Operation Olympic, which 
would probably have been a most costly and certainly a wholly unnccessaiy 
invasion.® 

The Japanese, on their part, were guilty of equally unsound judgment. 
They assumed that the war would be a short one and that we would negoti- 
ate a peace, that Germany would win, that we could not mobilize as rapidly 
as we did and that they would have ample time to fortify their defense 
perimeter, that we disliked and would not use submarines as an offensive 
weapon, that we should grow tired and bored with war and soon call a halt, 
that we could not fight in tropical areas and endure hardships, that they 
could get along by simply exploiting existing resources and did not need to 
broaden the base of their economy. Admiral Soemu Toyoda, Chief of the 
Naval General Staff, testified: 

I think the decision to expand the area of operations so widely might be 
attributed to a feeling on the part of the Japane.=e authorities at the time 

* Board of Economic Warfare report on Japanese Steel Capacity and Production, 
May 1943. quoted in " r.S. Economic Intelligence on Japan,” op. cit,, p. 76. 

a Foreign Economic Adminidration. Report on Japanpfp Steel Production, Novem- 
ber 1944, quoted in ibid., p. 70. 

“There was much testimony along the lines of the following: "I think if you didn’t 
bomb the cities yonr attacks on ^hipping would have brought the same results by next 
Spring (1946). . . . Tlie great cau«e for the close of the war would have been lack of 
fuel and food which is shipped in.” USSBS Interrogation No. 46, Tokyo, October 17, 
1945. Zacharias notes; “When I arrived in Washington, President Roosevelt was in 
Yalta, attending what was to become .his last conference with Generalissimo Stalin and 
Prime Minister Churchill. He took to Yalta voluminous intelligence material and 
evaluations thereof, and it seems that all these conclusions indicated a long hard war. 
This atmosphere was an aftermath of the difficult Iwo Jima campaign which increased 
the peculiar inferiority complex of our military leaders.’’ Secret ilimom, op. cil., pp. 
332-33. 
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that the state of mind under which you fought the war and the state of 
mind under which we fought the war were very different, in that to us this 
was the war for our very national existence, whereas in your case it was 
merely a case of national honor or perhaps protection of your economic 
interests in the Far Ea»t; and, because to you the war under such conditions 
would be of relatively slight significance as compared with ours, there might 
have been a feeling on the part of our leaders that, should the war continue 
a little longer, you would lose your will to fight. . . 

Admiral Nomura declared: 

They [the Privy Council] seemed to think that it we stood fast the 
people in the United States might, bj' and by, weary of the war.® 

And: 

They [the Army] underestimated the speed of your reactions. They did 
did not consider that when we occupied our outposts and established garri- 
sons that the United States would react as quickly as actually happened. 
Some believed that your advance towards Japan would be very slow. How- 
ever, I myself agreed to this. I did not think your force would be mobilized 
so quickly on so big a scale. Although the people to whom I talked upon 
my return thought I always overestimated the potentialities of the United 
States, now I feel that I myself underestimated. 

On Germany: 

Most of them [the High Command] thought that Germany would win; 
at least a majority thought so . . . they did not think that Germany would 
be defeated. Even at the time of the Normandy landings most people 
thought that this landing would be a very difficult operation and they did 
not think that the Allied armies would so quickly continue on to Germany’s 
defense line. They were disillusioned.® 

And: 

They imagined it would take quite a time for you to recover your fleet 
strength; but you recovered more quickly than we expected . . . you had re- 
pair facilities beyond our imaginations . . . your repair facilities were better 
than we calculated . . . the speed of your operations was far quicker than 
our people thought. . . . Everywhere you attacked before the defense was 
ready . . . j’ou came far more quickly than we expected.*® 

On submarines: 

It was believed in Japan that your people did not like submarines 
because in the past your Navy always advocated the abolishment of under- 
sea-craft. Therefore, we did not believe you would employ submarines so 
extensively.** 


’^Interrogations of Japanese Officials, Voi. II, Naval Analysis Division, TfSSBS, p. 
326. (Interrogation No. 378, Tokyo, November 13-U, 1945). 

® Interrogations of Japanese Officials, op. cit. p. 384. (Interrogation No. 429. Tokyo, 
November 8, 1945). 


‘Ibid., p. 385. 
*» Ibid., p, 387. 
*1 Ibid., p. 388. 
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Vice-Admiral Fukudome, Chief of Staff of the Combined Fleet, testified: 

This division [of the war] into phases was an arbitrary one adopted 
merely for the sake of convenience. However, such a division has always 
been contemplated and was always in the minds of the Navy General Staff 
from earlier years. The first phase operation was the occupation of the raw 
materials area to the south. The second phase was after the change from 
offensive in taking this area to the defensive of the occupied area . . . the 
period of stabilization of the occupied area immediately after occupation 
and prior to the beginning of the defensive operations. So the actual order 
became: first phase — occupation, second phase — stabilization, third phase — 
defensive.'^ 

It is now clear from the weight of accumulated evidence that the , Japa- 
nese leaders did not expect to fight a long war. Their war plan looked to 
the acquisition of strategic raw material.', not to broadening the base of the 
economy. Though impressed by their economic achievements, tlicy were 
not deluded into believing that in the long run their economy was a match 
for that of the United States.*" Statements of .Japanese leaders at the out- 
break of hostilities, that they were prepared to wage a hundred-years war, 
were for the purpose of bolstering morale at home and to convince the 
American public of the futility of trying to break the .Japanese defense, and 
thereby hasten acceptance of a negotiated peace. The best economic evi- 
dence that the Japanese leaders expected no prolonged contest with the 
United States, is the fact that in the year after the outbreak of the war. they 
made no effort to expand the base and capacity of tlieii’ industrial machine. 
Having mustered their resources and thrown them at the enemy, they were 
content to sit back and wait for the enemy to realize the futility of its 
counter-blows and then come to terms. They had no plan to lift total out- 
put to tiy and match America’s massive economic weight. They had not 
reckoned in such terms and wlicn, a year later, they were jolteil out of their 
complacency into action, it was too late. 

Lack of a blueprint to lift total output was a manife-station of the in- 
herent limitation and vulnerability of the ))igmy Japanese econom}'. Had 

*2 /bid. (Interrogation No. 503. Tofc 50 , Dcftinber 9-12. 1945). It is unfortunate 
that testimony must be quoted almo-t wholly from Ja^janesp Naval source-. This is 
due to the fact ihat the r.S, Naiy published all of its interrogation- in their entirety 
whereas the U.S. .Amiy ela—ified and ipstrieled many of iU interrogations. The Army 
Air Forces published a report called .V'.-.u’oii AccompUthed which eonlaiuod extracts 
of some of their interrogation-. Most of tl.e e.vtract5, however, appear to have been 
designed to prove that air attack (Arrnyl won the war. There i- one pertinent 
quotation from Konoye. however: " There wa- eon-iderable opinion in very high place-, 
both military and political, that a few powerful blows against the United States might 
be sufficient to make you seek a way out of a war by negotiation.'' Affasion Accom- 
plished, Assistant Chief of Air .Staff, Intelligence Headquarters. Army .Air Forces. 
Washington, 1940, p. 1. 

*®See USSB8 Intenogation.- of Baron Hiranuma, Marqui,- Kido, Prince Konoie 
and Prince Higashi-Kiuii, Tokyo. 1945. 
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the Japanese leaders thought in teinis of pitting their economic resources 
against those of the United States in a war of attrition, it is highly unlikely 
that they would have launched the Pearl Harbor attack. Japanese muni- 
tions output at its peak was never more than 10 percent of that of the 
United States, and her coal and steel production only one-thirteenth. 
Throughout the war the ordnance program had tn be tailored to fit an 
economy incapable of any major overall e.xpansion. fFifty percent of the 
population was engaged in feeding the nation and still 20 percent of the rice 
consumed annually had to be imported.: The 1941 total food supply allowed 
for an averaged caloric intake only 6.4 percent above a subsistence mini- 
mum. Japan practiced the most intensive agricultm'e in the world; her rice 
yield per acre was the highest, dependent on the lavish use of nitrogenous 
phosphate, potash and fish fertilizer. If imports of food wore cut off, fishing 
grounds lost, or ammonia plants forced to allot a larger percentage of their 
production to explosives rather than to fertilizer, the Japanese population 
would soon be hungry. The already meager prewar Japanese standard of 
living began to decline as far back as 1937, due to rising costs and a growing 
scarcity of certain consumers' commodities as Japan controlled her produc- 
tion and manipulated her exports to build up foreign-exchange balances and 
to permit the stockpiling of raw materials in jireparation for war, as well as 
to supply her armies in China. Living from hand to mouth the Japanese 
civilian economy had no cushion, no “ fat ” upon which it could fall back 
in case of a prolonged conflict. The Japanese labor force was marked by 
qualitative deficiencies. There was an exceedingly small reserve of skilled 
workers, due to lack of adequate training programs in the prewar period. 
The very rapid growth of heavy industiy during the thirties permitted no 
opportunity of building up a large reseivc of skilled personnel. When the 
initial war strategj' failed and an attempt had to be made to broaden the 
base of the economy, there was found to be a dearth of skill, ingenuity, and 
ability to improvise. 

That the Japanese war plan assumed a negotiated peace without large- 
scale fighting, and therefore did not contemplate broadening the base of 
the economy, gains support from the fact that tlie overall production of 
Japan remained relatively stable in the years 1940-41-42. The real gross 
national product inched upward to only 40.6 billion yen in fiscal 1942 from 
39.8 billion yen in fiscal 1940.“ This period included sixteen months of 
war with the United States, whose real gross national product rose by more 
than one-thii'd over the same period. Plant and equipment expenditures in 
the Japanese munitions industries actually declined between 1941 and 1942. 
There was no realization of the coming crucial need for merchant shipping. 
In fiscal 1941, which included the first four months of the war, the total 
merchant shipping tonnage completed fell to 241,120 gross registered tons, 


“ The Japanese fiscal year nins from .April 1 to March 3t of the following year. 
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the lowest since 1935. By November 1942 total Japanese merchant ship- 
ping was 430,000 tona below the December 1941 level. In 1940-41 no large 
tankers were built, while total tanker eonstniction fell to the lovvc-t lev'el 
since the mid-thirtic'-. New tanker tonnage in fiscal 1940 totaled a mere 
3,928 tons; in fiscal 1941 (ending March 1942) only 8,486 tons. Indicative 
of the relative lethargy and complacency characterizing the war economy 
of 1940-41-42 were the facts that dc.-]>ite the later drive to expand aircraft 
production, only 61 percent of 1942 aluminuiu ingot production was chan- 
neled into aircraft production, and that the estimated 1.9 million workers 
needed for the more e-tential phasc^ ol the economy for fiscal 1942 fell 2.50,- 
000 below' the comparable total for 1941.*'’ Nor wa- the tax ‘■tiuetuie of 
this period consistent with a “ war for our very national exi-tence.” Japan’s 
ratio of taxation to national income in 1941-42 was 10.8 percent compared 
to 14.9 for the United States, 27.8 for Germany and 31.4 percent for Great 
Britain. The ratio of receipts from taxation to total annual expenditure was 
27 percent for Jaiian for 1942-43, compared to 33 percent for Germany, 34 
percent for the United States and 42 percent tor Great Britain.'’* 

The victories of early 1942 generated -uch a wave of overconfidence and 
enthusiasm that special measures had to be taken to check a runaway -tock- 
market boom. The United Security Company and the Life Insurance Se- 
curity Company were instructed to liquidate stock bolding- in order to hold 
the market down and the government ordered the financial institutions to 
sell a part of their -tock holdings to the Wartime Finance Bank “o that it 
could conduct open-market selling oiieration-. The Orirntd EronomiH 
noted; "These rc-trictive measure- which were taken in succe— ion by the 
government . . . «ervetl to calm down the then prevalent wild bullish senti- 
ment of the -tock market. Speculatiie ojieiations anticipatiiie capital ex- 
pansions were brought to an end Stock price- have -ince [November 19421 
been on the downgiaile." *' 

The contrast between the degree and nature of economic mobilization in 
Japan as against that in the United State- i- almost -tartlmg. From 1940 
to 1944 — the peak war year in both eountrie- — total real output in Japan 
rose approximately one-fourth in contra-t to an expansion of approximately 
two-thirds in the United State'. NIore -ignificant, and indicative of the 
lethargy and complacency of the Jaiiane'e i- that, on an index basis with 
1940 as 100, gro" national product in .lajian had risen to only 102 in 1942. 
while in the United State-, on the same ba-e. tlie index rose to 136. The 
increase in Japan's production from the beginning of the China War to the 

I'See Labor Mobilization Plans for 1941 and 1942, Mini'try of Welfiie (Koscishol. 
Tokyo, respective year-, summarized lo CLapier .4. 

'<* "Japan's Taxable CapaeitjV b>- Xakajima. Yadanji. in Toj/o Kihm 
Tokyo, Febniaiy 1943, pp. 75-76. 

ir Oriental Economirt, Februaiy 1943. [ip. 61-63. 
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peak in 1944 was lelatiiely less than that expenencetl by the United States 
between the yeais 1940 and 1944 the conipaiati^e intiea»c& being 50 per- 
cent foi Japan o^ei the longei peiiod and 65 peicent foi the United States 
ovei the sliortei peiiod This is due not alone to the unused icsouices avail- 
able to the United States in 1940, it is indicative of a basic diffeience m the 
concept of economic mobilization foi wai that pi evaded in the two coun- 
tiic' In the United State- economic mobilization envisaged a substantial 
expansion of the entiie level of output Inci easing the capacity of ba-ic 
industiies drawing new woikeis into the laboi foice, laising the level of 
houis of woik, and incieasing the numbci of -liifts, tian-femng le-ouices 
to more productive usee, etc weie all utilized to lai-e total output fai be- 
yond existing lev eh In Japan on the othci hand, the economic mobiliza- 
tion for w ai w as not dominated by this idea of ov ei all expansion Of com -e, 
an inciease in the output of munition* and in the capacity of the munitions 
mdustiies; was planned and did oecui All the evidence indicates, howevei, 
that the majoi leliance loi the waitiiiie economic effoit, as it was conceived 
at the outbieak of the wai, was to be placed upon a furthei shift in re&ouices 
fiom nonwai to wai uses lathei than upon a lifting of the whole level of 
out)iut Hav'ing undeigone a decade of substantial giowth in production, 
the Japanese economic and imlitaiy planneis believed the nation had the 
basic pioductive powei neces-aiy foi the purposes at hand They planned 
to adapt tills to waitiine need- — not to enlarge it mateiially While total 
output lose impciceptibly duiing 1940-42, is is -hovvn m Table 6, the effoit 


T4BLE 6 

JvpvxE*E Gboss hvnoNAL Product Fistvi, Ieabs 1940-44 
(Billion of 1940 v cu) 



1940 

19 il 

19i2 

1943 

1944 

Gto-s national pioduct 

398 

403 

406 

451 

49 3 

Governmeut 

SO 

101 

132 

ISO 

241 

CenUal Gon eminent 

60 

SO 

116 

16 2 

222 

\on-T^ ai 

13 

14 

17 

17 

20 


47 

66 

99 

14 5 

20 2 

Pay, tiavel and aub-i«!teni e 

12 

15 

18 

23 

34 

Munition^: 

27 

35 

49 

86 

122 

Othoi 

8 

16 

31 

35 

46 

local Government 

20 

21 

16 

18 

19 

Piivdte glow capital foimatiou 

51 

42 

36 

47 

64 

\et eNpoit** 

2 

— 6 

(») 

— 6 

10 

Residential constuiction 

4 

3 

2 

2 

1 

Plant and equipment 

45 

43 

34 

51 

53 

Munitions industries 


28 

25 

45 

49 

\onmunitions mdustiie-j 


1 a 

9 

6 

4 

Consiimei expenditures 

267 

260 

238 

224 

188 

Food and tobacco 

155 

14 8 

189 

133 

117 

Clothing and fuimsliings 

35 

35 

29 

27 

14 

Othei 

77 

77 

70 

64 

57 

Wai Expenditures Abroad 

10 

22 

25 

34 

71 


* Lc-s than 80 million jen * 

Sonne Gloss National Product of Japan and Its Components,” Appendix B of The 
Ejfects of Strategic Bombing on Japan's TPai Economy, U^BS, Washington, 
December 1946 
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to expand war output at the expense of other segments of the economy is 
indicated by tlie growtli of government war expenditures and the decline of 
private gross capital formation, residential construction, plant and equip- 
ment outlays and especially connimcr expenditures. Government war ex- 
penditures and capital outlays in the munitions industries rose from 17 per- 
cent of gross national product in 1940 to 30.5 percent in 1942. Even in this 
diversion of output and plant, however, the United States effort far sur- 
passed that of Japan. The comparable percentage figures for the U.S. were 
2.6 percent in 1940 and 33.5 percent in 1942. Thus even in 1942, the first 
year of the war in the Pacific, the U.S. war effort surpassed that of Japan’s. 

The spectacular and easy Japane-'C militarj' succe==es of the first six 
months of the war seemed for a time to justify the prevailing theory of 
Japan’s wartime economic requirements. The acquisition of new territories 
and the consequent elimination of raw material deficiencies seemed to meet 
the economic needs of the immediate war plan. Emboldened by their vic- 
tories, the militarists decided to push their margin of advantage beyond the 
previously set perimeter of expan-ion. The Solomons, Midway and the 
Aleutians were added to the planned outer ring, and this military over- 
extension, coupled with the fa>tcr-than-cxpected recuperation of the United 
States, proved fatal. After Midway and the reverses on Guadalcanal, 
Japanese hope of a negotiated peace dimmed. America seemed not only 
determined to fight but, what was more, could apparently do so succe-sfully 
in areas even uncongenial to the Japanese. It became apparent that, if 
America’s retaliatory blows were to be successfully parried, Japan must plan 
to lift the total level of output. This recognition of the true militaiy situa- 
tion was quickly translated into an effort to expand the base of tlie econ- 
omy. As Hoshino, chief secretai'y of the Tojo Cabinet, indicated later, the 
real Japanc«e "war” economy began “after Guadalcanal.” “ The whole 
scale of economic requirements for military and strategic purposes was seen 
to be too small. Japan realized she needed much moic of everything but 
particularly ships and planes to defend the incredibly far-flung perimeter 
to which the impact and suiprise of her initial strategic blow had carried 
her. 

With November 1942 began the really energetic attempt to raise over-all 
production sights. The fi'antic effort made to equip a defense force capable 
of stopping the American counterattack led to a considerable rise in total 
output and an even sharper increase in the proportion of production going 
to war puiposes. The index of gross national product rose from 102 in 1942 
to 113 in 1943 and then to 124 in 1944. In real terms, the figure rose 10 
billion (1940) yen in two year.a, compared to the tiny increase of less than 
one billion (1940) yen over the previous two years. Government war out- 


isfloshino’s close relation-’hip to Tojo lesultcd in his conviction and imprisonment 
for life by the International Allied Tribunal in the W ar Crimes Trial in Tokyo. 
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lays, after allowance for price changes, more than doubled over the period, 
rising from 9.9 billion yen in 1942 to 20.2 billion in 1944. As the period of 
complacency ended, emphasis was placed on increasing industrial facilities 
in the annament field as rapidly as possible so that by 1944 outlays in the 
munitions industries were more than double those of 1942 and three times 
higher than in 1941. 

High ship losses due to submarine attack brought home the growing 
danger of blockade by tlie end of 1942 and, when the sights of the war effort 
were raised, the largest increase in capital outlays was made in the ship- 
building industry. Sucii outlays rose from less than half a billion yen in 
1942 to over 2 billion yen in 1943 and were maintained at a high level in 
the following year. Althotigh shipbuilding did increase over this period, as 
will be shown in detail later, the expansion of eajtacity was to a large extent 
aborted by growing shortages of basic materials. This was indeed the irony 
of the war effort in all fields. Given the inherent limitations of the .Japanese 
economy in raw materials and .skills, and in view of the delay of over a year 
before the need for greater effort was recognized, the performance of the 
economy in 1943 and 1944 was creditable but the very effort was negated 
by the growing shortages of materials due to the blockade which rendered 
some capacity excess even before it was completed. This was even true in 
those fields — such as aircraft — where there was considerable conversion of 
existing facilities from nonwar production (textile.*) to output of finished 
munitions (aircraft). By the time the conversion of the textile industry to 
aircraft was sub.stantially completed, excess capacity developed in aircraft 
production due to various .shortages. 

The degree of the .Japanese effort and sacrifice in 1943-44 may bo seen 
from the fact that the percentage of war expenditure* to gross product rose 
from 30 percent in 1942 to 51 percent in 1944.'“ This exceeded the effort 
in the United State.s, for, at their peak, r.S. war e.xpenditures were only 46 
percent of gross product in 1944. By 1944 consumers’ expenditures in Japan 
had dropped to 38 percent of gross product compared to 67 percent in 1940, 
while over the same period consumers’ expenditure^ in the U.S. increased 
substantially. Consumers’ exjjenditurcs declined 30 percent in Japan com- 
pared to a 16 percent increase in the United States. As will be shown in 
Chapter 6. the Japanese consumer was hit harder by war than civilians in 
any other major belligerent country for which data is available.^" Produc- 

n>A post-war Japanese study placed war expenditures at 16 percent of national 
income in 1937; at 31 percent in 1941; and at 94 percent in 1945. See Jiji Nenkan, 
Tokyo, 1947, p. 225. 

2*>See Table 71. While the gross national product technique is a veiy useful tool 
tor a broad analysis of the course of a nation's economy, and tor inteinational com- 
parisons, its inherent limitation* should not be overlooked. Some of the components 
of the basic series are merely estimates and approximations, and the final results ex- 
pressed in precise mathematical terms imply a much greater degree of finality and 
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tive facilities in the nonraunitions industries were permitted to deteriorate 
throughout the war, offset to only a minor extent by new capital outlays. 

The parallel between the economic Y'ulnerability and the economic mobil- 
ization of Japan and Germany is striking. Both were “ have-not ” nations 
dependent upon imported raw materials; both accumulated stocks of muni- 
tions and materials and as an initial war plan hiuled them at an unmobil- 
ized enemy with devastating effect; both suffered from subsequent over- 
confidence and made no effort to broaden the base of their economy and 
match the feverish economic mobilization of their opponents. When the 
knockout blow failed and they awoke to their peril and attempted to fully 
mobilize their resources, it was too late. German production during the 
early years of the war expanded but little. From 1939 to 1941 the total 
gross national product of Germany, measured in 1039 reichsmarks, rose less 
than 4 percent. The increase in Japan from 1940 to 1942 was a little more 
than 2 percent. German armament output in the first three years of the war 
was surprisingly low. In aircraft, tracks, tanks, self-propelled guns, etc., 
British production was greater than Germany’s in 1940, 1941 and 1942. 
Like the Japane.sc, the Germans did not plan for a long war, nor were they 
prepared for it. The ea.sy victories in Poland and in the early .stages in 
Russia led to such overconfidence that in the fall of 1941 Hitler ordered the 
reduction of war production and the beginning of reconversion. The Japa- 
nese sweep into Java, Sumatra, Borneo, Malaya, Burma, etc., instilled such 
overconfidence that plant and equipment c,\ 7 )enditiires in the munitions in- 
dustries were actually allowed to decline in 1942 compared to 1941. When 
the Germans were shaken by the Stalingrad debacle as the Japanese were 
by the loss of Guadalcanal, a real effort was made under Speer, newly ap- 
pointed Minister of Armament Production, to raise the wliole level of war 
production. Output in Germany, as in Japan, reached a peak in 1944 but 
even as it did the base of the economy was crumbling. Measured from 1940, 
gross national product reached a peak of 120 for Germany in 1944 and 124 
for Japan.-' In Germany consumei's’ expenditures had been cut to 37 per- 
cent of gross national product in 1944; in Japan they were down to 38 
percent. 

The sacrifices were, however, in vain because, although the peak of the 
Japanese war economy came about the middle of the fiscal year 1944, by 
then the Allied attack on Japanese shipping had so reduced the importation 
of raw materials that not only was a further rise of total output impossible 

exactness than either the nature of the basic data or the methods of analysis warrant. 
See “ National Income and Praduct Statistics of the United States, 1929-1946," Special 
Supplement to the Survey oj Current Busiiiess, Washington, July 1947, pp. 1-17. Also 
"National Income and Expenditure: A Review of the Oiliciai Estimates of Five 
Countries,” by Stone, J. R. N., Economic Journal, London, June 1947. 

21 On the same base (1940= 100) gross national product for the United States rose 
to 165 in 1644. 
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but a downward trend set in. It is estimated that the level of gross product 
for the first half of fiscal 1945 was 25 percent below that of fiscal 1944, 
As in Germany, the air attacks against Japanese cities were not the basic 
cause of defeat. The defeat of Japan was assured before the urban air 
attacks were launched. The decline of Japan’s war-making powers started 
before her industries were subjected to the main weight of the bombing 
attack during the months of March to August 1945. The insufficiency of 
the pigmy economy was the underlying cause of defeat. It has been esti- 
mated -- that even without air attacks, overall production in August 1945 
would have been only half of that of the 1944 peak due to dwindling stock- 
piles of raw materials, cessation of unports, shortage of skilled labor, ab- 
senteeism, incompetent adniini.«tration, and an ill-conceived and poorly- 
executed dispersal program. By the end of 1944 the decline in production 
had resulted in a growing margin of unused plant capacity. Thus even sub- 
stantial bomb damage to plant structures and equipment frequently had 
little, if any, effect on actual production. The effectiveness of the blockade 
caused some duplication of effort in our air attacks against the aircraft and 
heavy ordnance industries; considerably more in our attacks on aluminum, 
steel and oil plants. -4s a committee of economists of the Tokyo Imperial 
University, apjiointed to study the war economy, noted in their report; 

Before the first heavy strategical air raid started, the munitions produc- 
tion of Japan had already been tiu-own into a desperate condition by the 
effective ocean blockade by the Allied forces, especially by U.S. submarine 
activities. According to the data of the economic mobilization plan which 
can be regarded as an index-number to the economic strength of our coun- 
try, Japan was forced to the verge of collapse in the third quarter of 1944. 
On account of the successful blockade and eventually the isolation of Japan 
proper, the transportation of war materials from the southern regions and 
the continent had to be stopped. It was indeed a death blow to the war 
economy of Japan which had been importing almost every item of material 
from abroad for the use of its home munitions industry. . . 

The AD.Mixism\TivE Stbuctube 

The Japanese administrative structure at the outbreak of war left much 
to be desired. There was no centralized responsibility for planning and 
executing economic mobilization. Primary responsibiilty was vested in the 
Cabinet. The Cabinet Planning Board, which had been established in 1937, 
was designed to coordinate Cabinet jiolicy in the economic sphere, but it 
possessed no executive powers; it could only recommend to the Cabinet. 
Thereafter, if its proposals were adopted, responsibility for execution passed 
to the individual Ministiies. Each was supreme in its own sphere and 

22 See Summary Report— Pacific USSRS, Washington, 1946, p. 15. 

-^Report on the Effects of the I'ltan Aren Bombing on Japanese Wartime 
Economy, by Prof. C. Maiide and Associates, Tokyo Imperial University, December 23, 
1945, p. 1. 
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jealously guarded its jurisdictional prerogatives. Strangely, they were 
largely unsusceptible to orders of the Prime Minister who functioned more 
as the chairman of a board of directors than as executive director of the 
government. So nominal was the authority of the Prime Minister that Tojo 
found it necessary later to have a special act passed empowering him to 
force the Ministries to carry out his directives. 

To these two governmental layers of economic policy and operation 
must be added two others, the industrial control associations and the oper- 
ating companies themselves. The control association pattern was in the 
formative stage; the fi^t group of associations had been legally established 
in late 1941 but there were large sectors of industry without such organiza- 
tions. Nominally these associations were responsible to and under control 
of the various ministries (coal and metals to the Ministiy of Commerce and 
Industry, silk, foods, lumber, etc. to the Ministry of Agriculture and For- 
estry, aircraft and ordnance to the AVar Ministry, aircraft and shipbuilding 
to the Navy, freight and shipjiing tonnage management to the Transporta- 
tion Ministry, etc.). In practice, however, they enjoyed great autonomy 
and, in fact, under the Transfer of Administrative Authority Law of 
February 18, 1942, received wide government power to allocate raw mate- 
rials, regulate output, etc.-'* T'ually the associations were headed by the 
former president of the largest and most powerful concern in the industry 
who had re.«igncd explicitly to become head of the control association. Tims 
the Zaibatsu, though nominally yielding to government control, were in fact 
able to obtain fairly complete domination of all industry. The Army and 
Navy, however, reserved the right to. and on most occasions did, by-pass 
the control associations and place orders directly with operating companies, 
allotting raw materials directly from their own hoards. This was the ad- 
ministrative structure which prevailed virtually intact during the first year 
of the war. The Cabinet Planning Board liad no authority; the Prime 
ilinistcr did not control tlie Ministries; the Ministries did not control the 
control associations. Wiiilc Tojo fought to overcome this administrative 
chaos and centralize power in himself, he was only partially successful, for 
in 1942 it was possible to ignore or discount the lack of centralized control 
in the mobilization of economic resources for war production, since the 
limited goals set for airciaft and shipping did not require a large-scale 
reallocation of f.'ieilitic.s and materials."’’ 

As was indicated in Chapter 1, the iron and steel, coal, mining, cement, 
electrical machinery, industrial machinery, precision instruments, automo- 

24 See AsalU Xcnhaii, Tokyo, 1&44, i>|». 117-24, 

2 D Sjg USSBS Interrogations of Aikawa, president of Manchukuo Industrial Dnvel- 
opment Corporation and Cabinet adviser, and Hoshino, Chief Cabinet Secretaiy 1941-44, 
Tokyo, November-Decomber 1945. Also, for a detailed areount of all economic legis- 
lation passed in 1942, see Keizai Toseiho Aftmpo (.Annual Report on Economic Control 
Laws, 1942), Tokyo, 1943. 579 pp. 
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biles and vehicles, metals, foreign trade, and shipbuilding control associa- 
tions were established late in 1941. The railroad control association was 
established in April of 1942 while the light metals, chemical, rubber, leather 
and hides, fats and oils, staple fiber and rayon, wool and hemp control asso- 
ciations were established in August of 1942. In November 1942 the Army 
Aviation Industry Assoeiation, an amalgamation of all aircraft interests 
concerned with the Army, was established and placed under the War 
Ministry’s supervision. Goko. chairman of Mitsubishi Heavy Industries, 
was made president. At the same time a Naval .Aircraft Control Associa- 
tion was established and placed under the Navy Ministry. The National 
Financial Control Association wa-^ established in the spring of 1942 with 
Yuki, former Yasuda managing director and governor of the Bank of .Japan, 
as president. The Shipping Management Association was formed in mid- 
1942. Both the Financial and Shipping .Associations will be discussed later. 
By 1944 the number of control a^'Ociations had reached 314. of which 63 
percent were in the field of production, 33 percent in the field of distribu- 
tion, and the remaining 4 percent combined production and distribution. 

The control associations were legally and c-vplicitly endowed with gov- 
ernment powers by the Transfer of .Administrative .Authority Law of Febru- 
ary 1942 which transferred 

to the . . . control associations . . . national policy companies . . . corpora- 
tions . . . governmental authority of granting aiithoriaations and permissions 
in relation to the provisions of the National Total Mobilization Law. Ex- 
ports and Imports Temporary ^lanagement Law, Temporary Capital Con- 
trol Law . . . etc. 

and provided that 

Alatters which concern allocations of production and distribution, .supply 
of materials, which have been decided by Imperial Ordinance, arc to be con- 
ducted by control organizations. 

In addition, .Article 2 further provided: 

for the purpose of safe-guarding the authority of the control organiza- 
tions, they are considered as government agencies. Any violation of their 
orders is considered as a violation of the particular law or regulation upon 
which the order is based. 

Thus the primary function of the control association, the handling of 
allocations and priorities, was given legal status. However, just as their 
predecessors, the cartels in various industries, had found it necessary to 
establish “ control ” companies to handle the actual purchase and sale of 
raw materials and end products for the entire industry, the control asso- 
ciations found a similar need and either took over the existing distribution 
companies in the field or established new ones. Tliis was given legal status 
by the Control Companie.s Ordinance of October 1943 which provided for 

was quite customary in Japan for such a de facto situation to exist well in 
advance of legalization. 
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joint stock companies in each industry, whose functions were tlie purchase, 
sale and distribution of commodities, the request for exports and imports, 
the safekeeping and storage of commodities and other undertakings related 
to purchase and sale within the incident industry. The shares of the control 
companies were usually held by owners of operating plants or by the con- 
trol association of the industry. A commis-ion was charged by the control 
company in connection with handling of raw materials and distribution of 
finished products. While control companies were under the supervision of 
control associations, in their internal operations they functioned as private 
corporations operating for profit, and in some instances performed mere 
profit-making paper transactions, neither storing nor handling the products 
but acting merely as an intermediate, funneling agency. In some instances 
they took losses on such paper transactions and were reimbursed by the 
government. For example, the Nippon Coal Company, the legal coal dis- 
tributing agency, never actually had any coal in its possession. Its buying 
and selling was conducted merely as a book transfer. It paid cost-plus 
subsidy to producers for the coal and resold it at the government fixed price, 
its losses being compensated by government subsidy. In addition, trans- 
portation of coal from mines to consumei's was placed in the hands of the 
mining interests at their own responsibility even though the coal might 
legally be in possession of the Nippon Coal Company, As the Economist 
noted, 

Nippon Coal Co, control is only technical. This system has proved far 
from satisfactory in enforcement of the government coal distribution idan 
and the company i- now not only to buy coal from collieries but also to 
undertake its distribution in fact.^ 

The organization and structure of a typical control association and its 
satellite control companies may be seen in Chart 1.-® The extent and rami- 
fication of its functions arc apparent. More tlinii 700 separate companies, 
with four times as many plants, were controlled by this association. The 
Industrial Machinery Control Association had 637 members, the Precision 
Machinery Control A-sociation 381 member firms, the Electrical hlachinery 
Control Association 245 member firms, etc. Generally speaking, it was the 
function of the control association to receive the estimates of member firms 
for labor, capital and material requirements, screen and adjust them, and 
then present a consolidated request for the whole industry to the appropriate 
government agency. IThcn estimates from all control associations were 
turned in and the government pared them down and notified the association 
(a) what it was expected to produce over the coming quarter, and (b) what 
capital, labor and matei'ial it would be allotted in order to produce the re- 

si Oriental Ecommtnl, December 1943. p. 577. 

2® For the full regulations of the more important control associations, such as in 
steel, coal, chemicals, automobile.s. etc., see Toseiiai Ncnkan (Control Society Year- 
book), Tokyo. 1943, 334 pp. 
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quircd output, it was then the function of the control association to suballot 
its quota to member firms and furnish them with the chits to enable them to 
obtain the allotted amounts. 

How the control association and control company system worked is best 
illustrated by taking, for example, a request from an individual concern, say 
for a specific machine tool, and indicating how it was handled if all official 
channels had been observed. The order would have gone up the line in the 
demanding industry, from individual firm to the specific industry control 
association, to the key industry control association, then on to the appro- 
priate government bureau for approval and to the supplying industry con- 
trol association after approval, then ilown to the producers' supplying in- 
dustry, and finally to the individual producing concern which would then 
requisition materials from the control company handling this function in its 
field, and. upon completion, sell the machine to a distrihution control com- 
pany, which in turn would resell it to the concern which had ordered."® How 
cumbersome this method was to businessmen accustomed to direct dealing 
and negotiating and how strong the incentive to cut corners, avoid legal 
channels and deal directly, must be apparent. Since both companies and 
associations knew that their reciuests would be pared down and that it would 
take quite a while to secure what they wantecl through official channels, they 
were stimulated to overstate their demands, order far in advance, and hoard 
what they could. This will be made more apparent later. 

While methods of operation varied from one industry to another, a few 
examples may indicate more clearly just how the control and distribution 
structure functioned prior to the e-tablishment of the Munitions Ministry in 
November 1943. Among the least complex wa* the rubber industry, but 
even here there were six control factors. (11 The Organic Chemistiy Sec- 
tion of the Industry Bureau of the Ministry of Commerce and Industry was 
charged with administrative supervision. (2) The Rubber Control Asso- 
ciation cooperated in planning raw material requirements, allocated raw 
materials to manufacturers and set production schedules. (3) The Rubber 
Materials Control Company purchased all new materials, sold allocated 
quantities to manufacturers, received a percentage commission on all sales 
and obtained a subsidy from the government to compensate for the differ- 
ence between the cost of materials and final sales prices. (41 The Rubber 
Goods Control Company purchased all rubber goods other than that sold to 
the military, allocated goods to control unions for distribution in each con- 
suming area, sold goods to distributors and received a percentage on all 
goods handled. (5) Rubber goods unions which allocated available stocks 
to dealers existed for each type of rubber goods. (6) Rubber goods dealers 
sold to consumers. They belonged to one rubber goods union for each type 

-® From Report on Control Associations, prepared by Legal Division, Economic and 
Scientific Section, SOAP, GHQ, Tokyo, November 20, 1945. 
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of goods sold, and to one or more local chambers of commerce and industry 
depending on the number of areas in which they operated.*'’ 

The system of controls which evolved in the distribution of basic mate- 
rials, particularly iron and steel, became the pattern for Japan’s numerous 
material allocation systems. As was indicated in Chapter 1, the plan for 
the overall allocation of steel was made on an annual basis until December 
1941. Thereafter supply became so uncertain that national allocation plans 
were for six months only. In 1940 the Cabinet Planning Board took over 
the functions of the Council for Control of Iron and Steel and disestablished 
the Council. The Iron and Steel Control Association took over the overall 
plan from the Planning Board and gave it detailed execution in the associa- 
tion’s quarterly plans. These plans specified production quotas for mem- 
bers and allocated the several products by categories to various consumer 
control associations. Suballocations to specific consumers were made by 
their control associations. Production estimates and quantities to be allo- 
cated were based upon quarterly reports of producers to the control asso- 
ciation. Under the Ordinance for Adjustment of Supply and Demand of 
Iron and Steel, effective April 1942, and revised April 1944, the allocation 
was similar. Consumers were required to submit reciuirements four months 
before the quarter in which required. The control association of the con- 
sumer passed its estimates of needs to the Bureau of Iron and Steel in the 
Ministry of Commerce and Industrj’. There the Bureau, together with 
Anny and Navy repersentatives, after consultation with the Planning Board 
on overall supply and demand, decided on total amounts to be allocated 
per consuraei' category. These totals were then given to the Iron and Steel 
Control Association, which broke the totals down into the various control 
associations to whom the allocations were to be made, and also allotted pro- 
duction quotas to its variou,' operating companies. Actual sales to the in- 
dividual consumers who had been authorized to purchase steel by their con- 
trol associations was made through the Iron and Steel Sales Control Com- 
pany (Tekko Hambail, which had been formed in November 1941. For 
the actual distribution and financing of sales to consuming companies, the 
Tekko Harabai relied upon eight geographically delineated, authorized dis- 
tributing companies, which undertook the financial function of paying pro- 
ducers within twenty-five days. 

Manchurian allocations and supply were integrated to a degree with 
those of Japan proper. In January of each year at a joint meeting of repre- 
sentatives of the Manchurian puppet government and representatives of the 
Cabinet Planning Board and Ministry of Commerce and Industry (later 
Munitions Ministry) , total allocations were decided upon to use the products 
and fill the needs of Manchuria. An attempt was made to control the dis- 
tribution of steel by the issuance of tickets against allotments made under 
the Material Mobilization plans. It was a loose system, however, which 

SO Sec Summation oj Non-MilUary Activities in Japan and Korea, SCAP-GHQ, 
No. I, pp. 70-71, Tokyo, September-October 1945. ' 
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contained certain flagrant leaks, the most basic of which was that the armed 
forces did not need tickets. In addition, the autonomy of the military ser- 
vices — -who were not required to make available, even to the Cabinet Plan- 
ning Board, any data concerning their stocks, receipts and consumption of 
steel— made it impossible to prepare an accurate statistical accounting upon 
which an informed and workable allocations system could be based.®^ 

tVartime controls over non-ferrous metals were centered ultimately in 
three organizations, the Mining Control Association, the Metals Distribu- 
tion Control Company and the Metals Collection Control Company. The 
Control Association collected estimated production statistics for mines, 
smelters and refineries for the purpose of estimating transportation needs 
and for furnishing the government with data for the supply side. It also 
compiled and presented estimates of the needs of its subordinate companies 
for supplies, equipment, labor and capital. Government-established produc- 
tion quotas were suballocated by the Control Association to its constituent 
producing companies, and such allocations of supplies, equipment, labor, etc., 
as it received were rationed in accordance with expected production, or pres- 
sure or influence. Allocations and quotas were revised quarterly. The 
Army and the Navy each made totally arbitrary demands and refused to 
furnish even the government, to say nothing of the control association, with 
any details of the use to which allocations were put. The actual distribu- 
tion to Army- and Navy-controlled companies was made as each branch of 
service saw fit. The indirect militarj’ and other demands were made up 
through combining the request.- of all control associations which in turn had 
combined the requests of all subsidiary companies and plants. Allocations 
to these channels was made by the government to the control associations. 
Frequently, however, Army and Navy demands on the Mining Control As- 
sociation were so large that little was left for these other requests, and the 
black market had to be resorted to by companies with legitimate but unfilled 
demands. A company favored by the Army or Navy could obtain a large 
allocation, sometimes in excess of its actual needs, and then barter the sur- 
plus on the black market for something which it could not obtain through 
regular channels. For example. Mitsubishi Kakoki KK. obtained an excess 
number of scarce electric motors from its sister company Mitsubishi Elec- 
tric, and bartered these in the black market for materials which it could not 
obtain via regular channel-".’'- 

31 /row and Steel Allocating and Distributing Agencies, USSBS Interrogation No. 
38, Tokyo, October 11, 1915. 

32 Firms actually established special departments to procure materials on the black 
market. Estimates by these specialist- of their purchases vary from 10 percent by 
Hitachi Jukogyo K.K. to 70 percent by Tsugami Seisakusho KK., in 1944. Toshio 
Suzuki of the Munitions Ministry estimated that in the machine tool 106118117 , 20 per- 
cent of the materials were procured irregularly during the last three years of the war. 
See The Japanese Machine Building Industry, USSBS, Wa.shington, November 15, 1946, 
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Basically this was the pattern though there was some variation in organ- 
izational detail from industry to industry. In coal, for example, the Japan 
Coal Company (Nippon Sekitan KK.) made authorized deliveries not 
through a ticket system, but by direct allotment. Quality specifications 
had to be largely ignored. Toward the end of the war, the confusion which 
developed from the steady decline of domestic production and the disloca- 
tion of transportation became so acute that consuming plants rarely knew 
how much coal to expect — or of what sort — until deliveries had actually 
been received. 

Perhaps the sector of industry which best illustrates the 'hortcomings of 
the control structure as it existed at the time was machine tools. Late in 
1940 an attempt was made to put the control of machinerj' upon a uniform 
basis and when the various machinery control associations were established 
they continued the system, which was known as the Machinery Orders 
Recognition System. Under it the Machinery Section of the Ministry of 
Commerce and Industry attempted to check the propriety of all orders for 
machinery. The prospective buyer of the machinery was required to fill 
out a Certificate of Machinery Demand upon which he indicated name and 
type of machine desired, number required, the price, proposed place of in- 
stallation, the manufacturer desired, the types and quantities of material 
probably required for its construction, time of delivery requested and rea- 
son for ordering the machine. The order was then screened by his control 
association and, if approved, was passed on to the Machinery Bureau of the 
Ministry of Commerce and Industry. Upon the basis of the orders which 
it approved the Ministry then drew up a quarterly production plan w'hich 
it handed to the various machinery control associations together with 
authorizations to acquire the necessary materials. The control associations 
then divided the orders among member Anns and also gave them the neces- 
sary tickets for purchasing raw materials. 

This would appear to have been an orderly and logical procedure. In 
practice it failed. The examination of order’s to determine their urgency be- 
came a mere rubber-stamp formality. An order was almost never refused 
because of pressure and because oflicials in the Machinery Bureau were re- 
luctant to bear the onus of being charged with obstructing the war effort. 
It was easier to approve. As a result the production plans were far in 
excess of the production that was possible with either tlie plant capacity or 
the raw materials available. The backlog of orders grew. Machine makers 
had so many orders to choose from that they usually gave preference to the 
most profitable. This did not necessarily coincide with the most essential. 
Further, tickets for the purchase of raw materials were issued on the basis 
of orders approved and not on the basis of raw materials available. As a 
result, tickets were issued calling for far more materials than were actually 
, available. Materials procured for the production of one type of machine 
were frequently used for production of another type, hlachines built for 
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an approved purchaser were frequently diverted to others, largely as a re- 
sult of Army or Xavy pressure. The services often dealt directly with the 
producers of machinery without going through the control association or 
the Machinery Bureau. The services could supply the materials from their 
allotments, would pay promptly, and would notify the company not to in- 
form the control association. As a result neither the control associations 
nor the Machinery Bureau really knew what capacity was available nor 
could they question the services’ needs or orders. Orders were frequently 
duplicated because companies needing machines would place orders through 
their control associations and then, irked at the delay in receipt of the ma- 
chine, would complain to the local Army Commandant that war production 
was being hindered. The Army would then make arrangements directly 
with some machine producer to obtain the required instrument, though the 
original order was allowed to continue through channels and was never can- 
celed. Before examining the steps which were taken to correct such condi- 
tions, it might be well to consider other aspects of the economic control 
structure w'hich preceded the establishment of the Munitions Ministry in 
Xovember 1943. 

The Eidaxs 

A number of special corporations, knmni as Eidans, were established to 
carry out specialized economic tasks. The first to be established w'as the 
Industrial Facilities Corporation (Sangyo Sctsubi Eidan). It performed a 
variety of functions. It purchased idle plants or equipment, contracted for 
construction of new plants, financed the construction of and purchased mer- 
chant ships. The corporation purchased plants from textile concerns and 
either turned them over intact to war industries or sold the equipment to 
the Metals Collection Control Company. Official compensation for losses 
aj-ising out of the differences between the buying prices of the machines and 
the selling prices of scrap was paid to the Metals Company and not to the 
Eidan. In the case of ship construction, however, the corporation paid the 
shipbuilders cost plus and then resold at lower prices to shipping companies. 
To absorb losses of this type, which during the course of the war amounted 
to some two billion yen, the corporation w'as subsidized by the govern- 
ment.®^ The Corporation had an authorized capital of 400,000,000 yen of 
which 155,970,000 yen was paid-in, all of which was contributed by the 
government. The Corporation built a number of chemical plants, plants for 
the manufacture of aluminum from materials obtainable in Manchuria and 
North China, and later small iron and steel plants to utilize the low-grade 
ores of Japan proper when overseas supplies were cut off.®'* 

See Final Report of Sang}-o Selsubi Eidan, Tokyo. December 1945. Also SCAP- 
GHQ, Summary oj Non-MiUlary Activities in Japan, Xo. 8, May 1946, p. 209; and 
Oriental Economist, November 1942, p. 628. 

The latter policy was criticized by Fujihom, the first head of the Corporation. 
He declared: “As the war progres.scd and it became apparent that iron production 
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The Essential Materials Supervision Corporation (Juyo Busshi Eanri 
Eidan) was established in February 1942, with a capital of 20 million yen 
supplied entirely by the government “ to guarantee and increase stocks of 
essential materials in wartime; to provide for efficient and adequate utiliza- 
tion of stored essential materials The basic function of the Corporation 
was to conserve, import, stockpile and release only under priority alloca- 
tions, essential war materials.®’ The Corporation and its functions were 
absorbed by the Koeki Eidan, the Foreign Trade Management Corporation, 
which the government established in July 1943. In addition, the Koeki 
Eidan was authorized to control imports and exports. It thus was assigned 
jurisdiction over the foreign trade control association (Nippon Boeki Tosei 
Kai) , w'hich had been organized earlier. The Koeki Eidan was capitalized 
at 300 million yen, 250 million of which wa< furnished by the government. 
In addition, at the end of the war it had outstanding 1.9 billion yen of bank 
loans.®® 

The scope of the powers of the Koeki Eidan was broad. It had control 
over the import and export of commodities and the purchase and sale of the 
same in connection with their export and import. It could purchase unused 
raw materials in one factory and move them to where they were needed. 
This was not a major function since few firms would ever acknowledge that 
any of the materials they held were surplus. It was responsible for pur- 
chasing and warehousing materials such as lumber, galvanized iron, nails, 
medicines, etc., needed for emergency relief. It stockpiled essential war ma- 
terials such as coal, cotton, bauxite, in cooperation with the control associa- 
tion in the respective field. It was given control over stocks of materials 
and commodities assigned for export but unshipped when the war broke out. 
It purchased and controlled luxury goods, confiscated enemy goods, raw 
rubber, etc. It also was entrusted with control over enemy property, and 
was responsible for adjusting commodity prices in foreign trade in the " co- 
prosperity ” sphere. Whenever the Trade Corporation suffered a loss from 
trade transactions because of the differences in prices in the various regions 
to which goods were shipped or from which they were purchased, and those 


must be increased, the Corporation was ordered to build a large number of small plants 
to be turned over to private operators. Tl)c corporation put up the money for these 
plants. However, with the war developed to the state in which it was. it seemed foolish 
to build such plants when they would prove of little value to us ... . We felt it was 
not wise because such plants would not be able to produce advantageously nor come up 
to the expectation of the government, and so as businessmen we advised against it. 
However, the government did not listen to us, but simply ordered us to cany out their 
plans.” USSBS Interrogation No. 504, Toyko, November 24, 3946. 

zsSee “Essential Material Control Law,” by Kawashima, Takehoshi, in Keizai 
Toseiho Nempo for 1942, Tokyo, 1943, p. 163. 

**See Report on The Trade Corporation — Koeki Eidan, Military Intelligence 
Section, General Staff, SCAP, May 6, 1946 (available in the Library of Congress, PB 
25489) ; also Oriental Economist, April 1943, pp. 176-77, and December 1943, pp. 578-79. 
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in Japan, the loss was met by disbursement from a Special Treasury account 
set up for this purpose, called Special Exchange Trade Account. Any profits 
which the Trade Corporation secured in its transactions were paid into this 
account. Since commodity prices on the mainland were higher tlian in 
Japan proper and the balance of trade was unfavorable to Japan during 
the last year and a half of the war, losses exceeded gains. 

One of the first actions taken by the Koeki Eidan, at the direction of the 
Greater East Asia Ministry,®' under whose jurisdiction it was, was the re- 
duction of the number of persons and firms engaged in foreign trade from 
6,000 in 1942 to 600 by the end of 1943. In keeping with the rationalization 
policy which the government pursued during the war, small traders were 
eliminated and the field was left to the large firms. Traders were divided 
into two classes, those dealing in general goods and those dealing in specified 
goods. In the case of the former, importers with a record of five million 
yen or more of trade for 1940 and exporters with the same record for 1941 
and 1942 were, for the most part, permitted to remain in business. In the 
case of traders in specialized products, standard high norms were set for 
each group of commodities. Only those with trade records up to the stand- 
ard were left untouched. Disqualified traders were either absorbed into the 
Koeki Eidan and its subordinate trade groups, or forced out of the field and 
compensated by the People’s Rehabilitation Bank. 

'The scope of the Koeki Eidan was not all-inclusive. Burma, Malaya, 
the Dutch East Indies and the Philippines, which were under Japanese mili- 
tary administration, were excluded. Also articles under the monopoly sys- 
tem. such as salt, petroleum, alcohol, tobacco, etc., were likewise excluded. 
Rice, wheat, charcoal, fertilizer and fodder were also outside the scope of 
the Eidan. Indeed, SCAP was led to declare: “ The characteristic features 
of Japan’s wartime foreign trade were the complete absence of planning and 
dependence on the armed forces as collectors and distributors of goods not 
only in the newly occupied territories of South East Asia but also in China 
and Manchuria.” 

A comparison of the Eidan’s foreign trade business with the total yen 
value of Japan’s recorded foreign trade, as given below, would seem to indi- 
cate that in 1944 the Trade Corporation accounted for 33 percent of Japan’s 
exports and 56 percent of her imports.®* 

®^The Greater East Asia Ministry was established on November I, 1942, absorbing 
the Manchurian Affairs Bureau and the China Affairs Board, which became bureaus of 
the new Ministry. In addition, a South Seas Affairs Bureau and a Trade Bureau were 
established. Tojo forced throrrgh this move over the strong opposition of the Foreign 
Ministry, whose head, Shigenori Togo, resigned in protest. 

SummaCion 0 / Non-Military AeUvUies in Japan and Korea, No. I. Tokyo, Sep- 
tember-October, 1945, p. 80. 

®*Yen value figures for foreign trade during the war period are not too useful or 
reliable. The artificial pricing, the sharp rise in prices, particularly on the Continent, 



WAR YEARS — OVERVIEW 


Japan’s wartime trade was as follows; (in millions of yen) 

1941 19i3 ms 1944 WJ5 list half) 


Exports 2.634 3,412 2,969 2.173 353 

Imports 2,885 2311 2,793 3.101 831 

Balance -251 i-6fll + 176 - 928 - 478 


Source; Finance MinistiY. 

From an export balance of 601 million yen in 1942 there developed an 
irapoi't balance of 928 million yen in 1944. A relatively minor role was 
played by the occupied territories of South East Asia because of rapidly- 
declining shipping. From 6.5 percent of the total exports and 15 percent of 
total imports in 1942, it dwindled during the first half of 1945 to 3 percent 
of the total exports and 6 percent of the total imports. The latter consisted 
mainly of a few shipments of rubber and tin from Malaya. 

At the outset of the war the services utilized the Zaibatsu but they later 
started their own trading companies. Showa Tsusho KK., from the latter 
part of 1942, monopolized the Ai'my’s share of the foreign trade of Japan. 
This firm was a faintly-veiled army organization originally capitalized by 
the Mitsui, Mitsubishi and Okura, but exclusively managed by army per- 
sonnel. The Navy later entrusted their trade to ^Mitsubishi because they 
were not as successful as the Anny with their own firm which they had 
founded in 1942. Showa Tsusho KK. and Mitsubislii Shoji Kaisha handled, 
between them, most of the services’ share of Japan’s trade. Mitsui Bussan 
Kaisha, Japan’s largest foreign trade firm in prewar days, definitely fell out 
of favor with the armed forces. 

The Drive eor More Effective Coxtrol 

When it became apparent to Japanese leaders at the end of 1942 that 
the whole level of output would have to be raised in view of the turn which 
the war was taking, a drive for more logic and order in the control struc- 
ture began, which culminated in the establishment of the Munitions 
Ministiy in late 1943. At a cabinet meeting on November 27, 1942, it was 
decided to establish the Emergency Production Expansion Commission, con- 
sisting of the President of the Planning Board and all departmental and 
section chiefs concerned with production control and e.xpansion, with the 
Prime Minister as chairman. At the same time the prefectural governments 
were ordered to set up Prefectural Liaison Investigative Commissions to 
W'ork with the central commission. At the time the Economist noted: 

The membership of these commissions will comprise officials from local 
governments and local headquarters of the Army and Navy. In the five 
years since the outbreak of the China Affair, there has been no horizontal 

and the addilional fact that the -Army and Navy were wry lax about having the 
merchant ships they controlled stop at the customs houses and record their cargo, make 
dependence on the built-up series of the physical volume of c.xijoi ts and imports almost 
a necessity. 
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wartime production administrative organization. Although this was due to 
the military preparations being yet on a small scale, its absence frequently 
gave rise to duplication of orders. The establishment of the present central 
and local commissions will be a derided improvement. If functioning prop- 
erly. they will fulfill the role of a Ministrj' of Production whose establish- 
ment has been demanded in some quarters.*" 

Needless to say, the commissions proved unwieldy and unsatisfactory, 
plainly, of course, they lacked the power and authority to bring order out 
of the loose control structure. They did serr-e. however, as the forerunners 
of the more elaborate I’cgional structure created in mid-1943. flovernraent 
planning was still more in the realm of hope than reality. The Material 
Mobilization Plan which was issued on -April I set production goals for the 
fiscal year, on the average 170 percent higher than 1942. This was coupled 
with and followed by the Production E.\|Aan.sion Plan. Labor Mobilization 
Plan. Electric Power Alobilization Plan. National Capitalization Plan, Trade 
Plan, iledical Plan, etc. It all looked veiy orderly on paper. Emphasis 
was laid upon five key industric'. iron and steel, coal, light metals, ship- 
building. and aircraft. For the fiivt time an attempt was made to estimate 
raw material availability on the ba'i> of transportation possibilities, but as 
will be indicated later, the rate of ship losses was greatly underestimated. 

In the first half of 1943 Tojo forced through several measures designed 
to give him greater power to implement such plans. As background for an 
understanding of tho'O measure^ it diould be noted that while the Cabinet 
Planning Board and the Mini^try of Commerce and Industry perforce had 
to cooperate closely it effective economic control was to be achieved, the 
Cabinet Planning Board was controlled by the -Army while business intei'ests 
dominated the Ministn*. A'et because of the intervening layer of control 
associations, the Ministry did not even have complete control over operating 
companies. In March 1943 Tojo obtained the Wartime Special .Administra- 
tive Powers Act,*' which was designed to concentrate supreme administra- 
tive power in the Prime Minister, to enable him to order other ministers to 
carry out measures he directed when necessary to enhance production of 
iron and steel, coal, light metals, ships and aircraft. It also enabled the 
ministers to take prompt action iiTespcctive of the terms of existing laws if 
necessary to accomplish increased production. For example, if any of the 
firms in the above-mentioned five industries required additional capital, the 
competent minister might order the goA'ernment banks to grant funds re- 
gardless of the provisions of the Capital Adjustment Law. Such powers 
were to apply to “ labor, materials, motive power, and capital.” The Prime 
Minister was empowered to shift functions from one Ministry to another if 
he found it necessary or transfer officials from one Ministry to another. 

*0 Oriental Economist, Jamiaiy 1943, j). 6. 

4' For full account see Mainichi Nenian, Tokyo, 1944, p, 72. 
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There followed a series of administrative adjustments all designed to de- 
velop direct control over the economic structure and to increase production. 
To meet the charges that he was trying to establish a personal dictatorship, 
Tojo appointed a Cabinet Advisory Board of seven business leaders includ- 
ing Admiral Teijiro Toyoda, president of the Iron and Steel Control Asso- 
ciation; Viscount Okoelii, president of the Industrial iNIachinery Control 
Association; Fujihara, formerly a Mitsui executive, then president of the 
Sangyo Setsubi Eidan; Yuki, head of the Bank of Japan and president of 
the National Financial Control Association, a foimer Yasuda executive; 
Goko, president of the Army Aviation Industry Control Association, and 
formerly head of Mitsubishi Heavy Industries; Yamashita, president of the 
Shipping Control Association and Chuji Suzuki, president of the Light 
Metals Control Association and former manager of the Furukawa Electric 
Industrj' Company. This group of Cabinet Adi’isers, together with the 
Cabinet Jlinisters, was constituted the Supreme Wartime Economic Coun- 
cil.« 

A new Price Adjuatment and Compensation System was announced, 
the essence of which was that the government would pay higher subsidies 
for the production of coal, copper, ships, etc., to encourage greater produc- 
tion. A system of administrative inspection was established.*’ The first 

<2 Toyoda described the operations of the Council as follows : 

‘‘Q. How often were meetings held? 

“A. About once a week. 

“Q. Are there records? 

“A. They just had free discussions and didn’t keep notes. 

“Q. Did they arrive at any decisions? 

“A. No unified opinion on the Board. They didn’t come to a derision. 

“Q. The Board never made any recommendations to anybody, as a Boarf? 

"A. No. 

“Q. Did they decide that individuals should make recommendations? 

“A. Individually, each adviser just gave his views on various thing*. 

“Q. To Tojo? 

“A. The Premier was usually there. 

“Q. How many others were usually there? 

“A. The Cabinet Ministers of Commerce, Agriculture and Communications. 

“Q. Mostly the economic? 

“A. The Economic Ministers. 

"Q. Wasn’t it one of the functions of the Board to make recommendations? 
Wasn’t that why it was appointed? 

“A. No. 

“Q. What was the function of the Board, just to talk among themselves? 

“A. Each adviser was an expert in a general field. They expressed opinions on 
their own specialised field. 

“Q. But then, was that not passed on to Tojo as the opinion of the Board? 

“A. That was just an individual opinion. ' 

“Q. Didn’t the Board make personal reports to the Emperor? 

“A. No.” 

*’ See Asaki Nenkan, Tokyo, 1944, p. 124. 
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administrative inspector was Lt. Gen* Suzuki, head of the Planning Board, 
who in May 1943 made a one-week tour of the iron and steel plants in the 
Tokj'o district. Nothing much came of his survey. The second administra- 
tion inspection was carried out in the iron and steel industry in Hokkaido 
by Fujihara. At that time the steel mills at Muroran (principally Wanishi) 
and at Kamaishi were producing steel with coke made from Kailan coal 
shipped in from North China. Fujihara urged that Hokkaido coal be used 
for this purpose so that ships hauling North China coal to Hokkaido be 
freed for other purposes. He was vigorously opposed in the Cabinet Ad- 
visers’ meetings on the ground that Hokkaido coal was not suitable, and was 
sent on an inspection to determine the facts. As a result of the inspection 
it was found that IVani.^hi could use Hokkaido coal entirely and that 
Kamaishi could combine 30 percent North China coal with 70 percent Hok- 
kaido coal. Fujihara carried out the third administrative inspection of the 
aircraft industry in August-September 1943 and this had significant results. 

In the summer of 1943 Japan wa^ divided into nine regional administra- 
tive districts and the local comini-sions, described previously, were con- 
verted into regional administrative councils.^ Up to this time a hiatus had 
existed between the Ministries’ bureaus in the loca]itie.< and the agencies of 
the forty-seven prefectural government-. Duplication of function, lack of 
centralized authority, little coordination and conflict of jurisdiction had 
hampered the war effort. To bridge the gap these regional councils were 
to be composed of the governors of the prefectures included in the regions, 
the chiefs of tlie local Superintendence Office.'^ of the Munitions Ministry 
(after October 19431, and the chiefs of the local bureaus and offices of the 
other Ministries. These included Tax Bureau. District ^Monopoly Bureau, 
Home Affairs Bureau, Agriculture and Forestry Bureau, Labor Superin- 
tendence Bureau, Alaritime Affairs Bureau, Mines Superintendence Office, 
etc. These Councils were the direct agents of the central government. 
They were given control of the whole .'cope of administration affecting na- 
tional war policy, especially the economic aspects of it. They received 
orders from the Cabinet and were clirectly responsible to it. Each adminis- 
trative council was headed by two new officials — a president and a councilor. 
The presidents were the pre.'iding officers of the councils and were appointed 
by the Premier from among the prefectural governors in each region. They 
were directly re‘-poni-ible to him and met with him once a month. Thus 
the Premier established a mechanism by which he could push his authority 
down to the local administrative level directly without going through some 
Ministry. However, since no Japanese move was without compromise, the 
regional councilor, the executive officer of the council, was responsible to 
the Home Ministry and met wnth the Home Minister once a month. Thus 
the principle of Home Ministi-y re-iponsibility for local administration was 
preserved. 


■‘■‘See Domei Jtji .Veni«» for 1943, Tokyo. 1944, p, 184. 



WAR YEARS — OVERVIEW' 


73 


An industrial conversion program was also announced and carried out 
from the summer of 1943. Its purposes were to free labor for more essen- 
tial functions, provide additional plant floor space for the expanding air- 
craft industry, divert machine tools to munitions production, provide scrap, 
etc. Industries chiefly hit were textiles, foods (fats and oil, flour, beer), 
metal products and chemicals (fertiliser branch).^’ 

Fujihara’s second administrative inspection, that of the aircraft industry, 
was most significant.^" The background is given in his own words: 

The Army and Navy were each an.vious to build even one more plane, 
if it could be done. The Navy was ahead of the Army in technical skills 
and the Army tried its best to catch up with the Navy. Then the Na^y 
tried to keep ahead of the Army and so the thing developed into an intense 
struggle for supremacy. . . . The reason for setting up the Munitions 
Ministry developed out of this severe competition between the Army and 
the Navy in aircraft production. Both the government and the military 
recognized that the thing liad gone to serious extremes and it would be very 
advantageous to bring them together in a single aircraft ministry and steps 
were taken to bring that about."' 

There was abundant testimony on all sides to the deleterious effects of 
Army-Navy competition. An example where it was carried to a ridiculous 
extreme is found in the testimony of Vice-Admiral Miwa, successively Di- 
rector of the Naval Submarine Department and Commander-in-Chief of the 
Submarine Fleet. 

Q. We understood that toward the end of the war. the Army was build- 
ing submarines to operate itself. That seems somewhat peculiar. Do you 
know what the reasons were? 

A. When the Army planned tliat building up his own submarine, the 
Navy side opposed that plan; but the Army answered they were planning 
on building up special submarines for supplying these islands and Army 
didn’t want to use Navy submarine for such supplying because Navy sub- 
marine had more important missions to fight with fleet, and the Navy agreed 
with that plan. The Navy explained to the Array that building of sub- 
marine very difficult, and they wanted to show how to build them; but Army 
did not want to be assisted by Navy, so Army themselves built the sub- 
marines."" 


"" See Chapter 5 for labor aspects of this conversion and Chapter 6 for details of 
its impact on food and clothing supply. 

"" He carried out a third administrative inspection, of the shipbuilding industrj', in 
the fall of 1943, but no significant results came of his work in this field. 

"t The fact that Fujihara wa« a Zaibatsu executive and might have been trying to 
shift as much blame as possible to the militar}' must, of course, not be overlooked. 

"SfJSSBS InteiTogation No. 366, Tokyo, October 10. 1945. The extent of the 
Army-Navy rivalry and its disruptive impact upon economic planning and control can- 
not be overemphasised and additional examples could be cited. 
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Fujihara stated that at the time 8,000 to 10,000 planes per year were 
being built but that as a result of his investigation he concluded that 53,000 
planes a year could be built. When asked how he believed such a great 
increase was possible, he replied; 

It would take a long time if I went into details on this question but I can 
give you an overall conclusion something like this. The Army and Navy 
were stirring up a lot of fuss with their competition but were not producing 
much results. They had very large factories and pretty good machinery 
but when the Army built a big plant, the Navy built one.'*" There was a 
lot of competition with little thought to efficiency. There was no lack of 
plants but a tremendous lack of efficient operation, ... I went to each 
plant, talked with the managers, together with them figured out how' many 
planes they should produce and thus arrived at the figure I gave. 

Fujihara also startled the government with the announcement that he 
had discovered that only 55 percent of the aluminum was used in planes, 
that the other 45 percent, mostly scrap due to inefficient use, w^as going into 
pots, pans, tools, the black market, or unessential plant uses such as bases 
for machinery, storage containers, etc. 

The Munitions Ministry 

As a result of the inefficient operation of the control associations and 
their ineffective handling of priorities and allocations, the growing demand 
for a production ministry, the rivalry of the Army and Na\y and their 
disruption of planning and control, and Fujihara’s revelations and recom- 
mendations regarding the aircraft industry, Tojo brought about his most 
sweeping change and augmented his power. The Ministry of Commerce 
and Industry and the Cabinet Planning Board were abolished and the Mu- 
nitions Jlinistry was eriabli.-hed in November 1943. The Bureaus of the 
Ministry of Commerce and Industry which dealt with heavy industry were 
transfen'ed to the Munitions Ministry. Those which dealt with consumer 
goods and commerce were transferred to the Agriculture Ministry which 
now became the ilinistry of Agriculture and Commerce. In addition, the 
old Communications ilinistry and the Railways Ministry were abolished 
and in their place a uew Transportation Ministry was established. Tojo 
became Munitions ^linister in addition to being Prime Mini'^tcr, War Min- 
ister and Chief of Staff. In practice the new Munitions Ministry was run 
by Vice-Minister Kishi,™ until the fall of the Tojo Cabinet in mid-1944. 
Almost simultaneously with this reorganization in the Cabinet, the Muni- 
tions Company Act was passed. It proidded that private companies, to be 

Fujihara did not mean tliat the Army and Navy actually built the plants them- 
sebes. They either had the Sangi'o Setsubi Eidan do it or instructed their affiliated 
companies to do it. For example, Kyushu Airplane Company worked with the Navy- 
while Tachikawa Aircraft Company was an Army affiliate. 

tOKishi had worked with Tojo in Manchuria and had been the last Commerce and 
Industry Minister. 
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designated later, specializing in various phases of war production, ■B'ere to 
become "munitions companies ” and thereby incur certain obligations and 
receive certain privileges. According to Article 5 of the Act, the designated 
companies were " to select a person responsible for production among the 
officials of the company." If they could not do so the government would 
appoint a person to that position. The managerial staff and employees 
would be subject to the orders of this " leader ” (Art. 14) . The government 
could punish this designated “ leader ” for failure to carry out his duties. 
The government might designate the “time, plans, quantities, and other 
necessary matters ” relating to production schedules (Art. 6) . It might 
issue orders directly to the companies relating to acquisition, storage and 
movement of basic materials, to the improvement of technique, the super- 
vision of labor, and other matters neccssar}' to carry on the enterprise (Art. 
7). It might I'estrict the munitions companies from engaging in other than 
de.signated operation.® (Art. 10). It could control the u.se of the funds of 
munitions companies and oidei' their amalgamation or dissolution if neces- 
sary. The companies obtained special privileges. Tlicy would be given 
special priorities to obtain materials, capital and labor. The government 
was empowered to guarantee profits, grant subsidies, or indemnify losses. 

The Munitions Ministry consisted of a General oi' Total Mobilization 
Bureau (Sodo In Kyoku), an Air-Ordnance Bureau (Koku Seiki Sokyoku), 
a Machineiy Bureau (Kikai Kyoku), an Iron and Stool Bureau (Tekko 
Kyoku) , a Light Metals Bureau (Keikinzoku Kyoku) , a Non-ferrous Metals 
Bureau (Hitetsu Kinzoku Kyoku), changed to Mining Bureau, June 6, 
1945, a Chemicals Bureau (Kagaku Kyoku), a Fuels Bureau (Nenryo 
Kyoku), an Electric Power Bureau (Demyoku Kyoku) and an Enterprise 
Readjustment Headquarters (Kigyo Scibi Hombu) changed to Readjust- 
ment Bureau on June 6. 1945. There was also a Secretariat iDaijin 
Kambo). The two most important bureaus were the General Mobilization 
and the Air Ordnance. The former took over most of the functions of the 
Cabinet Planning Board and added others, such as control of wholesale 
prices, while the latter, since the Ministrj' tended to become an aircraft 
production board, became the heart of the agency. It was headed through 
its entire existence by Lt. Gen. Endo. Its activities were broader than its 
title implied and it concerned itself with the whole scope of aircraft produc- 
tion. Its Ordnance Branch encompassed aircraft, engines, bombs and am- 
munition, torpedoes, electrical instruments, optical instruments and general 
equipment. Its Materials Branch included a light metals section, an iron 
and steel section, a cliemical .'ection, a lumber section and a miscellaneous 
materials section. Its Intendance Branch had a finance section, a contracts 
section and a construction section. 

In theory the Ministry was to center in one body the basic planning 
previously done by the Cabinet Planning Board, the control and screening 
done by the various Ministries, and the actual handling of allocations and 
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priorities previously administered by the control associations. The latter 
continued to exist but their functions were curtailed. For a while they 
operated almost entirely for the production and consumption of consumer 
goods. The Ministry was also to centralize control of aircraft production 
which had hitherto been split between Army and Navy. In the plan to have 
the operating companies report directly to the Ministry and receive their 
orders and allocations of materials from the Ministry, a major step toward 
tightening controls was taken. By eliminating service rivalries and inde- 
pendent administration of part of the allocation and priority system, much 
was to be gained. Also for the first time, priorities were to be enforced 
which would indicate the relative importance of orders and the time in 
which they were to be filled. With unification of control in a centralized 
body, the screening of orders and requirements could be brought into more 
realistic relation to availability of raw materials. 

The theory was good. In practice, it can be categorically stated that 
the desired unification was never achieved. The services continued to op- 
erate independently, some control associations continued to administer allo- 
cations and priorities, an adjustment betrveen orders and supplies was never 
achieved, production was consistently overestimated, the special priorities 
were never observed.'" It is only fair to add. however, that in view’ of the 
economic realities which confronted Japan in 1944 and early 1945, no matter 
how expert the planning, how cooperative the agencies, and how thorough 
the unification in one body, it could never have succeeded. Wholly aside 
from administrative controls, good or bad. the ship losses and the conse- 
quent shrinkage of raw material supply which occurred made inevitable a 
drastic decline in output of finished munitions. The incompetent planning, 
of which the Japanese were guilty, only intensified their plight. 

The Transportation Ministry had partial control over shipping and 
freight allocations. Control over shipbuilding (merchant and naval) and 
naval ordnance remained with the Navy, over land ordnance and aramuni- 

5' Japanese propaganda broadcasts during the war led even skilled American ob- 
servers to conclude that effective centralization of control had been achieved. Dr. 
Borton concluded; "The complete and direct control by the military of all phases of 
Japanese government and administration wa® finally achieved in November 1943. 
through the establishment of the Munitions Ministry and through the inauguration of 
widespread administiatiie changes within the Government. . . . These changes have 
enabled the militarists to enforce a policy of total mobilization. The rivalry which 
continued to exist between the militarists and big business during the period from 1937 
to 1943 has now been largely eliminated. . . .” The Adminislralton and Structure o/ 
the Japanese Government, by Borton, Hugh, Department of State Publication 2244, Far 
Eastern Series No. 8, Washington, D. C., 1946, pp. 14-15. 

T. A. Bisson declared: “The chaotic situation which prevailed in the administration 
of Japan’s war economy during 194243 was largely rectified. A relatively efficient 
economic administration, with adequate centralized control, was finally established in 
1944 . . . .” Japan’s H'or Economy, Institute of Pacific Relations, New York 1945 n 
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tion with the Army, over fuel with both combined. The activation of the 
Munitions Ministry was actually delayed by the unwillingness of the ser- 
vices to turn over aircraft production control to the new agency. Doraei 
remarked delicately; “The air headquarters of the Army and Navy, anxi- 
ous over a possible decrease in aircraft production during the process of 
transfer of business, have continued to exercise jurisdiction over it.” 

When the transfer .was effected, the two Aviation Industry Associations 
were merged into one Aircraft Industries Control Association, but it was 
not given control of priorities and allocations, which were handled directly 
by the Ministry. 

The first designation of munitions companies under the new law was 
made on January 17, 1944. They numbered 150 but not all were assigned 
to the Munitions Ministry. As the Economist noted: “ They were placed 
respectively under the jurisdiction of the Departments of Munitions, of War, 
of the Navy and of Transportation and on the same day were given writ- 
ten charters by the respective ministers.’’^ On April 24, 1944, the Ministry 
designated an additional 424 firms as munitions companies. While the first 
list included companies in a position to enliance air power, the second list 
included metal and coal mining, gas and electric power companies, etc. On 
October 24, 1944, an additional 97 companies in Korea and Formosa were 
designated, bringing the total up to 671 companies. 

During the first six months, the Ministry under Tojo and Kishi groped 
toward an effective priority system. An ordinance was passed, entitled 
Enforcement of the Adjustment of Industrial Orders, under which all orders 
given or approved by the Army, Navy and other governmental branches 
were first to be screened and passed by the Munitions Ministry. To handle 
this function a Central Council for the Adjustment of Orders was estab- 
lished within the Ministry on March 16. The procedure was initially ap- 
plied to drop-forging machines, electric motors, black lead crucibles, pig- 
iron and ordinary rolled-iron, and certain chemicals.^® While the method 
varied from item to item, one illustration will suffice to indicate generally 
how the system worked. The Machinery Bureau of the Ministry collected 
requirement estimates for motors from various government agencies and 
from control associations. These were then screened by the machinery sec- 
tion of the Central Council for Adjustment of Orders and allocations made 
according to groups of industrial user's. Upon the basis of these pared esti- 
mates the Machinery Bureau figured out what materials would be needed 
and sent this estimation to the General Mobilization Bureau. When this 
Bureau worked out its material mobilization plan and notified the Machin- 
ery Bureau what allocation of material could be made for production of 
electric motors, the Machinery Bureau, after a second screening by the 

S2 Oriental Economist, March 1944, p. 120. 

®aSee “Order Placement and War Industry,” Oriental Economist, May 1944, 

p. 221. 
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Order Council^ worked out a production schedule, notified the manufac- 
turers, set time limits and arranged to supply them with the raw materials. 
This wa= done through the Koeki Eidan and the previous chit system was 
eliminated. All motors produced would be purchased from manufacturers 
by the electric machineiy indiistiy control company. The Machinery 
Bureau would notify government agencies and control associations of their 
allotment and they would be authorized to purchase from the electric 
machinen' industiy control company. Had the system worked, and had 
it been extended to all other fields, effective control might have been 
achieved. It failed, however, because, among other reasons, if flie Army- 
dominated Tachikawa Aircraft Company needed electric motors quickly, 
the Army would give some of its ,.tccl to the Shihaura Denki KK. and order 
it to manufacture the electric motors which Tachikawa needed. 

With the loss of Saipan the Tojo Cabinet fell on July 18, 1944. and Fuji- 
hara became ^Munitions ^linister in the new Koiso Cabinet. He remained 
in that position throughout the last half of 1944, resigning ostensibly on the 
grounds of ill-health at the end of the year. His problems and troubles in 
his otvn words shed considerable light on the operations of the Ministry: 

When I became Munitions AIini^tcr. 1 considered that there were three 
important jobs to do — 11,1 To expand aircraft production — (2) to increase 
the production of iron and steel— (3 1 to step up aluminum production, 
Then I stopped and I .■•aid; • The tlefeat at .Saipan shows very clearly there 
is something seriously wrong and I asked myself ‘ Why were we defeated 
at Saipan? ' There were many reasons but the first of all the reasons was 
that we had too few ships. We had insufficient transportation to bring 
materials from the South so we could expand production so I thought I could 
do nothing after that defeat unle.^-s I had the ships to bring in the materials. 

Q. Was progress made in expanding production in all these three fields? 

A. The results of my efforts to expand production were just the reverse 
of successful. . . . There were three main reason' why I was not successful ; 
first the decrease in shipping tonnage so drastically affected bauxite supply; 
second because of the shipping shortage the imports of coal from China, 
Hokkaido, Karafuto and other places to Japan were drastically cut. There- 
fore steel production went down. Thirdly it was agreed among the Minis- 
ters and particularly the Navy. Amiy and myself that unification was 
necessary — ^very, very urgent, but there had been this old competition be- 
tween the Army and the Navy and the lower officer ranks simply did not 
like the idea, so even though I urged unification, I could not get the people 
to really rlo it to any appreciable extent, so I had only the most limited suc- 
cess, . . . Here is an example of the difficulties of effecting unification. 
Suppose for example that they wanted 30,000 machine tools for stepping 
up aircraft production. I would put in an order and the Navy would put 
in an order and the Army would put in an order to the same makers, and 
they would all struggle to get their machine tool orders filled first. But in 
fact the makers might only produce say 10,000. Then my job was, in order 
to satisfy everybody, to give one-third to tlie Armv, one-third to the Navy, 
and one-third to the Munitions Ministry. 
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Q. Was this true for aircraft also? It was my understanding that the 
Army and Navy gave up their separate struggle for aircraft? 

A. The fact was that they achieved unification as regards the plan for 
the increase of aircraft but they had those various departments in the Navy 
for shipbuilding, etc. and in the Army for tanks and guns, etc. and since 
they all needed tools, and steel, etc., they did not give a damn for the air- 
craft. Although there was theoretical unification in fact they could not 
achieve actual unification. AVhat I am saying in effect is this — I was Muni- 
tions Minister but my function actually was that of conciliator between 
Army, Navy and Air people. 

Every other bit of testimony tends to bear out this view. Our Far 
Eastern Air Force interrogators who questioned Lt. Gen. Endo and other 
members of the Air Ordnance Bureau after the war concluded that the 
energetic competition between the Aimy and Navy for aircraft manufac- 
turing capacity relegated even the Air Ordnance Bureau to a position of 
secondary impoiiance. The Bureau passed on the Army and Navy orders 
to manufacturers, made studies of production capacities, arranged for the 
conversion of some manufacturing plants, controlled many of the minor air- 
craft factories (the services controlled the major ones) and acted in an ad- 
visory capacity, but its powers were limited. After May 1944, for example, 
the total supply of aluminum was divided, 45 percent to the Army, 45 per- 
cent to the Navy and 10 percent for other uses. The General Mobilisation 
Bureau allocated the 10 percent to various producers of other essential 
goods. Aircraft plants not under the Army or Navy had to requisition alu- 
minum directly from the Army or Navy for the fulfillment of aircraft orders 
placed with them by the Ministiy of Munitions.” 

Shiina, who was head of tlie General Mobilization Bureau and later 
Vice-Minister of the Ministry and who had concerned himself primarily 
with steel allocation, pointed out that planning by the Army and Navy was 
carried on independently of each other and of the ilunitions Ministry. He 
said the services would never discuss the details of their requirements with 
him. They just presented a blanket total demand. Nor did they submit 
their individual orders for steel via the Ministry, Plants making tanks or 
ships got their steel from the Army and Naiy in the form of “ chits ” per- 
mitting purchase of the amount required for fulfillment of orders.®^ 

The allocation of oil was another area in which the Army and Navy 
never relinquished control and where the activities of the Munitions 
Ministry were nominal. The testimony of Takamine, one of the section 
chiefs in the General Mobilization Bureau, and later its head when Shiina 
was moved up, is interesting on this point. 

M “ The transfer of control to the Air Ordnance Bureau of the Munitions Ministry 
was designed to eliminate such troubles, but its eiforts were only partly successful. The 
military forces never fully relinquished their notions of autonomy and their representa- 
tives acted accordingly up to the end.” The Japanese Aireralt Industry, op. di., p. 3. 

®8See USSBS Interrogation of Shiina, Esatsuburo, Ko. 12, Tokj-o, October 6, 1945. 
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Q. What was the function of the General Mobilization Bureau in the 

allocation of fuel? . . , , j n i- t 

A. Thou^ my ofBce was connected with the supply and allocation of 

oil, it was separate from the Army and Navy. , at <> 

Q. What do you mean it was separate from the Army and Navy f 

A. The total'supply of oil which my ofBce controlled came from the Japa- 
nese homeland factories which we controlled. This included oil from the 
wells and refineries, synthetic oil, and alcohol. A certain percentage of oil 
was secured from what the Army and Navy had in the South. We made 
demands to the Army-Navj’ Oil Committee from which we got an alloca- 
tion. The Army and Naty got some of this. What the Army and Navy 
take back I presume is for the local armed forces and for the factories which 
they control in the local vicinity. The Army and Navy had their own fac- 
tories generally. 

Q. In what way did you make your request to the Army-Navy Oil Com- 
mittee to get an allocation? 

A. We explained the total production figures at the committee meetings. 
From past experience we know just how much the civilian needs are. The 
situation is explained to the Army and Navy at the meeting and they supply 
whatever they can. 

Q. As far as you were concerned, the matter of allocation of oil was only 
a matter of allocating local production plus whatever the Army and Navy 
gave you from their supplie®. I' that right? 

A. Yes. 

Q. Did you have anything to say about the allocation of the total 
amount of oil that the Army and Navy imported into Japan? 

A. AVe had nothing to do with it. All our office would do was make de- 
mands.'”’ 


Takamine was the one who put together the Material Mobilization and 
Production Expansion Plans in the Munitions Ministry. In informal con- 
versations he indicated that one reason the production estimates and mate- 
rial allocations were always higher than the actual production was that, 
aside from deteriorating economic conditions, the civilian officials were in- 
clined to overestimate for self-protection.” When a realistic first draft of 


'”'See USSBS Interrogation of Takamine, Meitatsii. Tokyo, November 8, 1945. 

At times orders placed by the Munitiona Ministry with aircraft plants even ex- 
ceeded their capacity. For example, from April 1944 through August 1945, the Ministry 
ordered 2,964 airframes from Nippon Eoku<.ai Koku Kogyo KK. The oompany’a 
capacity was only 2,113 and it actually produced only 1,292 airframes. During the 
existence of the Munitions Ministry the aircraft mdu'tiy produced only 56,000 air- 
plane engines or 53 percent of the 105,000 ordered from it by the Ministiy. Another 
example of ministerial incompetence in control was the praduction record of the Mitaka 
Koku Kogyo KK. Government orders for fuel pumps were always greatly in excess of 
production capacity, vaiying from a low of 220 percent to a high of 800 percent. On 
the other hand, except for a three-month conversion period in the summer of 1944, 
production capacity of fuel controllers was greatly in excess of govermnent demand. 
No explanation could be offered by the corporation management or the Munitions 
Ministiy for failure to convert excess fuel-controller capacity to increase the short 
capacity of fuel pumps. Technically it was entirely feasible. 
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the first plan prepared by the new Ministiy was submitted, the services pro- 
tested the low estimates of production and their resultant low allocations. 
Several civilian chiefs were almost fired for this reason. Thereafter, the 
larger the estimates of production the larger could be the paper allocations 
to everybody and there would be less cause for protest. Takamine’s ofiScial 
testimony on the subject was amusing. 

The Army and Navy make a demand for their necessary amounts to our 
office [General Mobilization Bureau], The General Mobilization Bureau 
asks what they are to be used for but the Army and Navy explain only in 
a general way and do not go any further. The General Mobiliiation Bureau 
gives them what they want anyway. I do not know whether the Army and 
Navy’s total use is the same figure that their demand to us is. Some of their 
materials may come from outside sources. As far as rubber is concerned, 
for example, the Army and Navy were responsible for the transportation of 
it from the southern areas. Bliether they took any of this out for them- 
selves when bringing it into the counti-y, I do not know. 

This dichotomy of planning, allocations and priorities, with the Army 
and Navy and their overriding authority upsetting all attempts at central- 
ized control, persisted through the first half of 1945 until the end of the 
war. As the administrative structure began to fall apart in 1945, and as, 
with the disruption of communications, it became more difficult to communi- 
cate central decisions to the localities, an attempt was made to decentralize 
more of the functions of the Ministry to its regional offices and to coordinate 
these with local Army commands. Regional Councils were reduced from 
nine to eight to coincide with the Army administrative districts and the 
offices of president of the regional council and chief of the regional muni- 
tions ministry office were combined. Plans were drafted for area by area 
self-sufficiency and defense in the event of invasion and a decentralization 
and dispersion program for industry was finally adopted. While economic 
realities by this time were making Munition Ministry planning completely 
ineffective, the Ministry's ineptitude was nowhere more clearly apparent 
than in its handling of the dispersal program. 

The Japanese did not profit by the experience of the Germans, British 
and Russians in dispersal measures. They failed to take any action until it 
was too late, until their vital centers of war production were under heavy 
air attack. After the raids on the aircraft industry in December 1944 only 
a few aircraft factories, acting upon their own initiative, or upon the 
prompting of local Army and Navy officials, began to disperse. In a number 
of cases plants which asked the Ministry for lumber, cement and other 
material allocations essential to dispersal were not only denied the alloca- 
tions but were actually ordered not to disperse.^ The first national decree 

<>9 For example, the Tachikawa plant aaked to disperse in January 1945. Despite 
the fact that it was attacked in February it was not allowed to disperse until May 
when the Army began construction of three semi-underground plants for it. By the 
end of August, however, these were only 5 percent completed. 
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which permitted and ordered dispersal was issued on April 1, 1945 and ap- 
plied to the aircraft industry. This was followed in May by another de- 
cree applying to ordnance production and to all producers of parts for air- 
craft or ordnance. Finally on July 1, a decree ordered dispersal of all other 
war plants. A Planning Headquarters for Dispersal and Defense was set 
up in the ilunitions Ministry to supervise and enforce dispersal of all war 
industry. It functioned through the rcgional offices of the Munitions Min- 
istry. Nationally, the organization planned to move major war industries 
to 1,675 dispersed plants, 1,191 of these to be located above ground, 132 
semi-underground and 252 underground. In addition, it planned to dis- 
perse thousands of small producers, on a local basis, through its regional 
offices. The Industrial Equipment Corporation was to purchase or lease the 
sites and provide subsidies for di^persal expenses. Legal difficulties in the 
acquisition of sites resulted in securing only 19 percent of those planned by 
the end of August. 

Had dispersal been widely undertaken in 1944, it might have been suc- 
cessful and Japanese industry might have been better able to withstand - 
the air attack when it came. The few independent dispersals which were 
undertaken in 1944 wer e successful and by 1945 the plants were fully opera- 
tional. But to undertake to ili^perse the entire aircraft industry at once 
under heavy air attack, and then to order other companies to disperse while 
the aircraft industry was still trying to cany out the plan, only led to com- 
petition for transportation, labor, materials and government aid, and com- 
pounded the confusion. The order in July to dispei’se all war industry, at 
a time when local transportation had broken down completely for lack of 
fuel, when the aircraft industry had not yet carried out even a half of its 
planned dispersal, and when much of the capacity of these other war indus- 
tries was already excess because of the lack of materials, was utter folly. 
Planning was unrealistic and estimates of production losses due to dispersal 
were so highly optimistic that few companies took the government’s figures 
seriously. For example, when the Ministiy ordered the Sumitomo Propeller 
Company, which produced 66 percent of ail aircraft propellers in Japan, to 
disperse, it estimated that the company would lose only 20 percent of its 
production during the dispersal period. The company estimated it would 
lose 60 percent; actually it lost 70 percent. The Ministry lost control of 
the situation. There was no coordination of transportation, labor supply, 
materials, etc. Some plants refused to di>i)erse because of this, others found 
their machinery and niaterialo exposed to the weather for days while await- 
ing rail transportation. Others moved the machineiy out into the country 
where it stood in isolated spots exposed to the weather because the govern- 
ment had not supplied the labor or materials promised to construct protec- 
tive sheds. At times plants moved, only to find that they had lost their 
labor supply because no shelter had been provided for labor at the isolated 
spots to which dispersal had been made and no transportation was available 
from nearby towns. 
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The armed forces embarked upon a program of helping and protecting 
their own important producers and this further damaged the authority of 
the Munitions Ministiy. Companies were reluctant to report their own 
noneompliance or failure and unitonnly overestimated how much they had 
accomplished. If machinery was moved to a new site but not installed, or 
was simply onroute, it was reported as “ dispersed.” For example, the 
Kawasaki Aircraft Company planned to disperse its Kagamigahara air- 
frame assembly plant to three production lines running through a series of 
old mills and forest huts. It also planned to disperse its Futami and 
Takatsuki engine plants, utilizing tunnels and old mines for shop=. At the 
time the war ended. 1.2 million square feet out of a planned 1.9 million 
square feet of new construction had been completed, power had not been 
hooked up to the partially-installed machinery and at the war’s end pro- 
duction had not yet started at the new site.', yet this company reported its 
dispei'sal 60 percent completed. The net result of undertaking dispersal in 
1945 was to further reduce industrial output. Poor planning and adminis- 
tration led to greater lo-s of production tlian would har e occurred had dis- 
pereal not been undertaken at all in 1945. 

IVith the fall of Iwo Jima and the invasion of Okinawa the Koiso 
Cabinet fell, and the fourth and last Munitions Minister, Admiral Teijiro 
Toyoda,®* took office. On the day that the new Suzuki Cabinet was formed, 
April 7, the Asahi Shimbun, in its leading editorial, blasted the administra- 
tion of war production and noting the divided control stated that it was any- 
thing but rational and caused unnecessary confusion."" Toyoda attempted 
to reorganize the hfinistry, reducing its 75 sections to 54 and reshuffling 67 
of its key officials. In addition aircraft plants were “ nationalized," called 
“ Munitions Arsenals " and directly operated by the Ministry, but since 
they remained privately owned, this involved no great change. The gov- 
ernment agreed to guarantee at least a five percent dividend, enterprises 
were to be indemnified for bombing losses or dispersal costs and the build- 
ing of any new plants or plant expansions was prohibited. In .June, the 
Extraordinary War Measures Act empowered the government to rule by 
decree without the Diet. Under threat of invasion increased regional 
autonomy was granted. The regional offices were strengthened by a trans- 
fer of personnel from the Ministries to them and they were endowed with 
the same new emergency powers as the central government. Other than 
those measures no basic change- in the control pattern occurred during the 
remainder of the war. 


3* The third Munitions Minister was Yoshidn, a bureaucrat. Fujihara testified 
that when he wanted to resign “ the question was to get somebody acceptable to both 
the Army and Nary, and so they agreed on a compromise man— Yoshida— who could 
not do anything anyway. They thought perhaps that having a man who didn’t know 
anything, they could both have their way.” 

Asahi fihimbun, Tokvo, .kpiil 7, 1945, p. 1. 
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Toyoda’s cautious testimony after the war shed further light on the 
nature of Munitions Ministry operations. He declared: 

The basic step in planning was the assembling of data. After this had 
been accomplished members of the Army and Navy were called in for con- 
sultation and the necessary requirements were discussed. Civilian groups 
played little part in this business. Actually no decisions were made by one 
person or one group. It was assumed that certain basic decisions would be 
made by consultations but in the last analysis these had to be approved 
by Army and Nai 7 officers. I might add that the Minister of Munitions 
had a strong voice in the matter but even he could not decide by himself. 

. . . Arms and ammunition was always a direct responsibility of the Army 
and Navy, ships of the Navy. The only responsibility of the Munitions 
Ministiy was raw materials and the one ordnance exception — airplanes . . . 
my concern was not particularly with these items [ships, tanks, guns, etc.]. 
We didn’t know whether they [the services] wanted tanks or guns, we only 
knew that they wanted materials. For example, when I took over, the 
quarterly steel production was about 250,000 tons. I had control in the 
sense that the Army and Navy just couldn’t get any more.“^ 

Goko, president of Mit.'ubishi Heavy Industries and head of the Aircraft 
Industry Control Association, when questioned about Munitions Ministry 
control of allocations, declared; 

It became quite a bit better after the establishment of the Munitions 
Ministry, but still the Army and Navy had extreme power within the organ- 
ization. The ilunitions Ministry did not have sufficient strength. As it 
was the Army and Navy had too much power. . . . 

The last word may well be left to Toyoda who, when pressed for details by 
the interrogator, exclaimed, " Really this control business is very compli- 
cated to have to get into.” 

To sum up: The ^lunitions JIini«try wa- established to mobilize the re- 
sources of Japan for the prosecution of the nar, to stimulate war production 
and to control the allocation of raw materials. Its particular mission was 
to take over control of aircraft production and lift the level of output. 
Actually it was unable to perform the'e functions successfully for two basic 
reasons; (a) shipping losses and decline in supply of raw materials rendered 
any attempt at planning unlikely of success, (b) independence of and inter- 
ference by the armed forces prevented effective working of the allocation 
and priority system. At the time the Munitions Ministry was formed the 
Army and Navy had already taken direct control of many manufacturing 
plants and of stocks of raw materials and were unwilling to turn these assets 
into a common pool. Neither were they willing to submit their requirements 
to any other governmental agency for detailed review and adjustment to 
overall national productive capacity. By means of their power to allocate 
material directly from their own supplies, by their ability to obtain addi- 
tional materials on blanket demand, and by inspectors whom they main- 


«USSBS Interrogation No. 10, Toyko, October 5, 1948. 



WAR VEABS — OVERVIEW 


85 


tained in factories making war goods, they were able to control many of 
the “ civilian ’’ plants which were nominally under the jurisdiction of the 
Munitions Ministry. On the other hand, the services were never able to 
secure complete control of war production and material allocation because 
strong business groups were unwilling to submit to complete military 
domination or relinqui.'h control of their enterprises. As a result, a com- 
promise was reached which resulted in poor planning and ineffective control. 

Fix.axcino the War 

In contrast to material.^ and labor, the problem of supply of funds never 
caused any major difficulty during the Pacific War period since the govern- 
ment showed no reluctance to use its credit and fund-creating powers lav- 
ishly in order to foster the war effort. Fund allocation and financial plan- 
ning were carried out smoothly, largely because there was a considerable 
community of interest and common ties among the major financial con- 
trolling agencies — the Finance Ministry, the Bank of Japan and the Na- 
tional Financial Control Association. Business and financial interests were 
not reluctant to go along with the government’s financial policy since the 
latter stood ready increasingly to guarantee the risks of the former and in 
the more precarious ventures to assume the burden alone. Though dividends 
were limited to keep capital within the major war industries to finance 
further expansion, profits were not, and eoi’porations could view their swell- 
ing balance sheets with satisfaction. When Japan won, the strain upon her 
finances would be met and other eventualities which wore not considered at 
first could hardly be planned. While financial matters assume great im- 
portance in peace time and secure appropriate attention and publicity, no 
major belligerent, during a war, is ever kept from exploiting its resources to 
the hilt by financial limitations alone. Japan was no exception to the pat- 
tern. Of all the factors of production, capital, in the financial sense, pro- 
vided the least problem for Japanese planners. 

In contrast to Great Britain and the United States, Japan made no seri- 
ous attempt to finance the war by any appreciable degree of taxation. Nor 
were there any drives, such as this country witnessed, to induce widespread 
bond ownership among the large masses of people. For one thing, there was 
no tradition in Japan of widespread security holdings and the war period 
was not an appropriate time to reeducate the population.®^ Then, the 
financial resources of Japan were so eompactly held that it was far more 
simple and productive to create an internal financing circuit which for a 
long while yielded the same results with much less trouble. The tax stnie- 

Government bonds held by the public (other than financial institutions of various 
types and governmental bodies) totaled lOfi billion yen or less than 10 percent of the 
total domestic government bonds outstanding, on July 31. 1945. See Nippon Times^ 
October 11, 1945, p. 3. Tliis is in contrast to the 4fi billion yen or 13 percent of the 
total held by the general public on December 31, 1041. 
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tore was used mainly to curtail civilian consumption anti in place of bond 
drives the government’s propaganda was directed toward stimulation of 
savings which was wholly in keeping with the Japanese tiadition. AVhile 
the government called the savings drive a “ moral and voluntary one, 
it was so well organized through neighborhood groups, with rates of savings 
prescribed in accordance with income levels, that it hardly deserves to be 
called “ voluntary." As the head of the Finance Ministry's Savings Bureau 
described the system: 

All the peoples must join the National Savings Association, and collec- 
tively, systematically, successively, and self-governingly make savings. The 
Government expects that the peoples competes with another in savings under 
the self-established savings plans by this system and self-governingly saves 
their incomes superintending one another, and not intends at all the forced 
savings by the law. The Government indicates the expected amount of sav- 
ings during a year, or the standard rate of >avings, but does not constrain 
the attainment of these indicated st.mdards, and takes into consideration the 
various personal conditions to -onie extent as the individuals who might 
have a large family to .'Upport, or the -ickman, and to the contrary, the 
unmarried per«on or the individuals who have increased their ineome 
rapidly.” 

For example, a man with three dependents (wife and two ehildrenl out- 
side the six large cities, who received 150 yen per month salary, would pay 
a 12 yen per month income tax and be expected to save 20 percent of his 
monthly income or 30 yen, leaving 108 yen for living expenses. If at the 
end of the year he received an 800 yen bonus, the income tax would take 
144 yen and he would be expected to save 37 percent or 296 yen, leaving 
360 yen net. Thus of a total income of 2,600 yen he would be permitted to 
retain 1,656 or 63 percent. Xor would he be permitted to withdraw savings 
without permission of the head of his neighborhood association to whom 
he would have to explain in detail his reason'. In addition to the ineome 
tax, of course, there were a large variety of indirect taxe=, on transporta- 
tion, tobacco, amusements, luxuries, sake, beer, etc., which further reduced 
his consuming power, or inclination to 'pend. The primary emphasis on 
savings, however, is apparent. In the rural districts savings were placed 
either with agricultural cooperative societies or with the postal savings sys- 
tem.®* In the cities the larger finns made deductions from salaries and 
such savings were usually deposited with the bank with which the company 
was affiliated. The individual saver either resorted to a savings bank or 
more usually to the postal savings system which was under the Deposit 
Funds Management Bureau of the Finance Ministiy, The relative stand- 
ing of the various savings institutions in Japan near the end of the war 
(May 31, 1945) was as follows: 

“Tfce Voluntary Savings System in Japan, by Imai, I., Chief, Savings Bureau, 
Ministry of Finance, Tokyo, December 1945. 

®* See Nippon Kokvmin Undo Nenkan for 1943, Tokyo. 1944, p, 81. 
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Yen 

Deposit Funds Management Bureau 33,895,000,000 

Ordinary Banks (savings deposits only) 32^27,000,000 

Agricuitural Cooperatives 12,908,000,000 

Savings Banks 9,202,000,000 


The postal savings deposits of the Deposit Bureau of the Finance Ministry 
rose fourfold from 9.2 billion yen as of December 31, 1941. to 36.4 billion 
yen as of August 31, 1945. Deposits with the Agricultural Cooperative So- 
cieties rose from 4.1 billion yen to 16.1 billion yen over the same period. 
Savings bank deposits rose only from 5.6 billion yen to 7.8 billion yen.*" 
Each year the Finance Mini.^try estimated the probable national income 
for the ensuing fiscal year in current yen terms (largely as a propaganda 
item to encourage savings) , and on the basis of this figure and the needs of 
the government and industrj’ for funds, the total amount to be saved was 
determined. This was allocated by quotas to the various financial institu- 
tions. These quotas were broken down to a quarterly basis and revised from 
time to time if the estimates seemed out of line with the probable outcome. 
For example, with intensified Munitions hlinistry spending for aircraft pro- 
duction during the latter half of 1944, the goal for 1944-45 was raised from 
36 billion yen to 41 billion. In 1945 it was announced that 48.4 billion had 
actually been raised during the 1944-45 fiscal year, or in other words that 
the goal had been over-subscribed 18 percent. The goal for fiscal 1945-46 
had been set at 60 billion against which results for the first quarter totaled 
11.8 billion.®^ 


•'“‘The figure for tlie Deposit Bureau is postal savings depo.sits only. The growth 
of the Bureau's funds during the war was as follows: (in billions of yon) 


Year (Dec. 31) Total Assets 

Oovl. Bonds 

Total Deposits 

1940 

9.8 

6.4 

8.9 

1941 

12.1 

8.1 

11.0 

1942 

16.3 

11.2 

15.0 

1943 

24.0 

16.7 

223 

1944 

36.1 

26.3 

34.2 

1945 (Aug. 31) ... 

46.6 

34.4 

43.7 

Source: Ministry of Finance. 




^^They reached a peak of 9.9 biiiion yen 

at the end of 1944 and then declined 

during the ensuing six months. 

See Investigation of Important 

Finances and Con- 

ditions of Money Exchange in 

Greater East 

Asia TT''ar, Finance Ministry, Tokyo, 

September 4, 1945. 




®7Tho results of the government’s savings drive as computed by the Finance 

Ministiy, in billions of yen, were as follows: 



Fiscal Year 

Goal 

Actual Results 

Percentage 

1938 

8.0 

73 

91.7 

1939 

10.0 

10.2 

102.0 

1940 

12.0 

12.8 

1063 

1941 

17.0 

16.0 

94.2 

1942 

23.0 

23.4 

102.0 

1943 

27.0 

30.9 

1143 

1944 

41.0 

48.4 

118.3 

1945 

60.0 

113* 


* First quarter only. 




The government (Finance Ministiy) estimated that total national savings in September 

1945 amounted to 170 billion yen 

. See Hokubei Shimpo, November 15, 1945. 
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Paralleling the national savings plan were two other plans. Based on 
the budget, the amount of government bonds to be sold was estimated and 
a plan drawn up indicating the amounts to be absorbed by each class of 
financial institutions. Since Japan depended primarily upon bond issues 
to finance the war, to an increasing degree, the ability of the financial struc- 
ture, and in the last analysis of the economy, to absorb these bonds was the 
basic concern of the financial authorities. The ability to carry out this plan 
successfully was the crux of war finance. The second plan had to do with 
the capital requirements of expanding war industry, and the sources which 
would provide such funds. It may be said that in the last analysis they 
came from expanding government credit and therefore depended upon the 
success or failure of the economy to finance the growing government deficit. 

It will be recalled from Chapter 1, that the proportion of revenue to 
expenditure in 1936-37 was 74 percent. As will be seen in Table 7, this de- 


T.4BLE 7 

Japanese Govebnmext Revenues and Expenditubes, 1940-45 
(in billions of yen) 


Fiscal Year 

Total 

Revenue 

Total 

Expenditure 

Deficit 

Proportion of 
* Revenue to 
Expenditure 

1941-42 

S3 

192 

13.4 

31% 

1942-43 

93 

24.7 

14.9 

40% 

1943-44 

13.4 

32.1 

18.7 

41% 

1944-45 

18.5 

77.6 

59.1 

24% 

1945-46* 

.... 272 

103.8 

76.6 

26% 


* Budget in force until end of the war. 
Source: Finance Ministry. 


dined to 24 percent in fiscal 1944-45 and therefore the increasing degree of 
Japan’s dependence on deficit financing is apparent. Even this comparison, 
however, understates the degree of dependence, since revenues include not 
only taxes, but also revenues from government monopolies. Taxes in fiscal 
1944-45 actually amounted to only 11.6 billion yen or 15 percent of total 
expenditures. The comparable figure on this basis for 1937 was 30 per- 
cent.'® While taxes rose 265 percent from fiscal 1940 to fiscal 1945, expendi- 
tures increased by 845 percent." 

The resultant growth in the national debt may be seen in Table 8. Com- 
pared with a pre-war debt (1936) of 10.3 billion yen the Japanese national 

"The proportion of taxes to expenditures of the U.S. Federal Government was 
56 percent in 1937 and 44 percent in 1944. In an article entitled “ Postwar Taxation 
in Japan,” Henry Shavell compares tax revenues (national government only) with 
budget appropriations and concludes that tax revenues as a percentage of appropriations 
were 25.4 percent in fiscal 1942, 303 percent in 1943, 26.9 percent in 1944 and 16.6 percent 
in 1945. See Journal oj Political Economyj University of Chicago, Vol. LVI, No. 2, 
April 1948. p. 126. 

'‘^Principal Monetary and Financial Figures oj Japan, Liaison Office, Ministry of 
Finance, Tokyo, November 26, 1945. 
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TABLE S 

JitPANESE National Debt Outstasdiho, 1940-45 
(in millions of yen) 


yearn 

Total Debt 

Doniestic 

Bonds 

Bonds Payable “ 
III Foreign 
Currencies 

Food if; Silk 
Certificates 

Bank 

Borrowings 

1940 .. 

... 23.625 

21,628 

1.257 

656 

84 

1941 .. 

... 31,078 

28,61! 

1,236 

1,124 

107 

1942 .. 

. . . 41.784 

39,248 

1.221 

1.206 

109 

1943 .. 

. . . 57.005 

54,222 

1,221 

1.408 

154 

1944 .. 

. . . 85,113 

76,660 

894 

2,097 

5,462 

41,263 

1945-M 

. . 160,795 

106,744 

887 

1,901 

1945-S 

. . . 177,696 

122,497 

886 

3,442 

50,871 “ 


“As of March 31. Second figure for 1945 is as of September 30. 

''With one exception these bonds were issued in foreign currencies. In converting 
these to yen value, the Japanese government used gold par rates in effect in 1923 as 
follows; 11 = 2.007 yen. fl = 9.767 yen, 1 franc = J87 yen. 

“49.1 billion yen of unfunded borrowing for military operations abroad. 

Source: Finance Minisfiy. 

debt was 17 times greater by the end of the war. This compares with a six- 
fold increase in the United States between 1940 and 1946. On a per-capita 
basis the national debt in Japan rose from 332 yen in 1940 to 2,434 yen in 
1945, a 633 percent increase, compared with a per-capita increase in the 
United States from $326 in 1940 to $1352 in 1945. a 468 percent increase.™ 
By the end of the war the Japanese debt consisted of 122 billion yen of do- 
mestic bonds, 50 billion yen of government borrowings from banks largely 
to finance militaiy expenditures abroad, and contingent liabilities totaling 
74.9 billion yen.’^ In the 1945-46 budget, which was in effect when the war 
ended, expenditures were 45 times as great as in 1936-37, revenues were 16 
times as large and the deficit was 126 times as great. 

The absoiption of so large a deficit year after year required delicate 
financial handling if inflation was to be controlled, in view of the scarcity 
of goods and the inadequacies of jn-ice control. Until mid-1944 the Japa- 
nese succeeded rather well but the tremendous increase in expenditures dur- 
ing the last twelve months of the war made it difficult for financial institu- 
tions to absorb bonds, forced the government to resort to direct borrowing, 
saw a sharp increase in the note issue outstanding, the beginnings of hoard- 
ing on a large scale and a definite manifestation of inflation. In other 


™tr.S. Source; Governmental Debt in the I'nitcd States: lOiO, Bureau of the 
Census, Dept, of Commerce, lYasWngton, June 1947. 

ri These contingent liabilities consisted of compensation for dispersal of war plants, 
government guaranteed dividends, war-damage insuranee to factories, compensation for 
cancellation of contiTicts, compensation for commandeered shipping, war damage in- 
surance for the general public, and compensation for forced evacuation of urban areas 
by civilians. For details, see Oriental Samomiet, August 3, 1946, p. 504. 

The national savings plan for 1944-45 announced on February 12, 1944, included 
a drive for one billion yen of hoarded money. The Oriental Economist remarked, 
“ That the last item should have been included in the savings goal represents an in- 
teresting phase of the present economic situation in our country." (Issue of March 
1944, p. 102.) 
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words, during the last year of the war the financial structure began to crack. 

As long as the outflow of government funds found its way back to the 
banks in the form of increased deposits and these deposits were utilized to 
purchase government bonds from the Bank of Japan, there was no undue 
currency expansion and munitions financing proceeded smoothly. While 
this process had the effect of blowing up the financial structure in balloon- 
like fashion, it did not, of itself, result in inflation. But when in 1944 and 
1945 the banks found that the sharply rising combined demands of the gov- 
erament for greater government bond purchases and larger extensions of 
credit to munitions companies taxed their resources, with deposits not flow- 
ing back as rapidly and public hoarding increasing, they were forced to bor- 
row at the Bank of Japan more and more. The net outflow of funds from 
the Bank resulted in a larger and larger outstanding volume of currency 
and the government was confronted with a floating debt and contingent 
liabilities growing at rates faster than the capacity of the market to absorb 
new bond issues. During the first half of 1945 the Bank of Japan attempted 
to combat this trend by reducing its holdings of government bonds but this 
was entirely inadequate to stem the rising tide of inflation which took place 
tlirough the e-xpansion of note issue, increased loans to banks (rediscounts) 
and an increase in government and other deposits. In order to remove any 
reluctance upon the part of the banks to expand credit, the Bank of Japan 
guaranteed that credit would be made available to any bank if a run should 
develop. 

Let us examine the pertinent statistics. The ballooning of the whole finan- 
cial system may be seen in the growth of the total assets of all ordinary com- 
mercial banks.’^ Those increased by 27.5 billion yen during the China War 
period and by approximately 100 billion during the Pacific AVar period. 
For example, total assets of the Mitsubi'hi Bank rose from 2.1 billion 
yen on June 30, 1941. to 38.1 billion on November 30, 1945. Sumitomo grew 
from 2.9 billion to 23.0 billion over the same period; the Yasuda Bank from 
2.9 to 18.0 billion, and the Sanwa Bank from 3.0 to 12.8 billion yen.” The 
most fantastic increase was recorded by the Yokohama Specie Bank whose 
assets swelled from 3.4 billion yen on June 30, 1941 to the enormous total 
of 341 billion on November 30, 1945. This reflected not so much infl a tion 
in Japan proper as inflation on the Continent, since the Bank was inti- 
mately involved in the financing of railitai-y expenditures in China, the 
Philippines, etc. 


’S The term is used in contrast to the special banks such as the Industrial Bank of 
Japan, the Wartime Finance Bank, the Hypothec Bank, the Yokohama Specie Bank 
and, of course, the Bank of Japan. Ordinarily commercial banks include the provincial 
banks as well as the big urban banks such as Teikoku, Mitsubishi, Yasuda, Sumitomo, 
and Sanwa. 

The fact that Sanwa showed the least growth during the war is attributed by the 
Edwards mission to the fact that it had no Zaibatsu connection and was therefore 
discriminated against. See Hcporl of the Mimon on Japanese Combines, op. oil. p. 59. 
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Evidences of the strain imposed on the banking structure in 1944-46 and 
of the growing inflationary pressure Sre evident from the following figures. 
While during the first year of the Pacific War deposits rose only 5.6 billion 
yen with concomitant increases of 1.8 billion in loans and 4.0 billion in se- 
curity holdings, in contrast during the first eight months of 1945, deposits 
were expanded 34.5 billion yen while security holdings rose 9.6 billion but 
loans jumped 18.4. To finance this expansion the banks were forced to in- 
crease their borrowings from the Bank of Japan by 10.7 billion yen which 
exceeded their entire borrowings over the previous three years of war. 

While the balance sheet of the Bank of Japan expanded from 2.4 to 7.7 
billion yen (an increase of 220 percent) during the China War period, it 
rose from 7.7 to 60.1 billion yen during the Pacific War period, an increase 
of 680 percent. During the China War period the increase in the note issue 
of the Bank about paralleled the increase in security holdings and the in- 
crease in loans to banks was minute. By contrast, during the Pacific War, 
note issue expanded sevenfold while security holdings did not quite double.'^® 
Loans to banks ro-'e 29.4 billion yen or 3,284 percent in contrast to an in- 
crease of only O.lo billion or 21 percent during the China War period. 
Most of this stretching of credit and currency came in 1944-45. The note 
issue increased only 1.1 billion yen during the first year of the Pacific War, 
while during the last eight months of the war it rose 24.5 billion yen. Secur- 
ity holdings actually declined slightly during the last months, but while 
security holdings exceeded loans to banks at the end of 1944, by the end of 
the war banks had been forced to resort to the Bank of Japan to such an 
extent that loans were almost four times security holdings. Security hold- 
ings fell 0.8 billion yen while loans rose 21.4 billion. The increase in loans 
to banks during the first eight months of 1945 was greater than during all 
the previous war years. In addition, advances to the government, govern- 
ment deposits and agency accounts (used to finance wartime overseas activi- 
ties for the government) increased sharply during the last year of war. As 
a result the note issue, which had increased only four billion yen during the 
first two years of the Pacific ll'ar, rose by seven billion during 1944 and then 
by 24.5 billion yen during the first eight months of 1945. 

The strain is apparent. Just how far this expansion could have gone is . 
problematical. The limiting factor would seem to be the disruptive effects 
of the growing signs of inflation due to the rapid expansion of currency and 
credit. Since the whole sti'ucturc was tightly controlled, confidence would 
hardly seem to have been a major factor. Early in 1942 a new law govern- 
ing the operations of the Bank of Japan had been passed which definitely 
placed it under the aegis of the Finance Ministry, and increased its lending 
powers by removing many of the old provisions regarding kinds of security 

73 Money in circulation rose 240 percent in the United States between 1940 and 
1945; in Japan it I’ose 783 percent. In contrast, over the same period federal expendi- 
tures in the United States rose 1000 percent while in Japan they rose 843 percent. 
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necessary.’® An article, not to be found in the old regulations at all, was 
inserted in the new law (Article 47) providing that 

If the officials of the Bank of Japan commit an act against the laws or 
the statutes, or the competent Minister's orders or detrimental to the public 
interest, or when it is considered specially necessary for the accomplishment 
of the objects of the Bank of Japan, the Government may release the Gov- 
ernor and the Vice-Governor of the Bank from office, and the competent 
Minister may release the directors, auditors, and councillors from office.” 

In 1944 when Yuki, then governor of the Bank and also president of 
the financial control association, opposed the munitions company financing 
plan, the Finance Minister forced his resignation. Shibusawa, the Vice- 
Governor, who was more amenable to the pro]X)sal, became Governor. Con- 
comitantly with the law which officially made the Bank of Japan a tool of 
government finance, another measure’® established the National Financial 
Control Association (Zenkoku Kinyu Tosei Kai) and a number of sub- 
sidiary control associations such as Ordinary Banks (commercial) Control 
Association, Trust Companies Control Association, etc. 

The National Financial Control A^ssociation had as its members the 
Bank of Japan, the national control associations of the various types of 
financial activities, and the local financial control associations. It acted 
as a central advisory and coordinating organization between the Ministry 
of Finance and the various financial institutions. Its principal function 
was participating in the formulation and application of the government’s 
financial plans for the collection of savings, the issuance of corporate de- 
bentures and the absorption of government bonds. In ladder fashion the 
control association for each financial branch required all its constituent 
members to formulate their respective fund absorption plans and fund in- 
vestment plans and submit them to the National Financial Control Asso- 

’«See “• Eegvilations Gosernina llie Bank of Janan." by Ku-bila. Nichiro, in KeUai 
Toaeiho Xempo for 1942, Tokyo 1943, p. 137. 

’’OWciifal Economht, May 1942. pp. 227-29. In this issue the Economist re- 
marked, " In other words express twovMon is made in the text of the new law of the 
Bank of Japan for what has been piacti-cd in the bu-iness of the Bank in recent years 
and the new law confirms and makes legal witlioiit change this practice. When'it is 
looked at in this light, the change seems not to amount to much.” In another issue it 
declared: “According to the new system, the Bank of Japan is given greater freedom 
in the conduct of its business and nothing restricts the Bank from doing what it decides 
to do either in the domestic or international money markets. . . . What the new law 
provides is admittedly the confiimation and public recognition of the past practices. 
This public recognition alone means a great change in the matter. The Bank of Japan, 
for instance, has hitherto made loans often on the security of shores or debentures or at 
times on that of merchandise, contrary to its Regulations. The Bank itself has never 
favorably considered this method of loaning, although that was forced upon it by the 
circumstances of the times.” Oriental Economist, August 1942, pp. 368-70. 

’8 The Finance Control Organization Ordinance (Kinyu Tosei Dantai Rei) promul- 
gated under the National General Mobilization Law in April 1942. 
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ciation, which consolidated them and passed them on to the Finance Min- 
istry. When the final plans were fixed, quotas and goals were allocated 
down through the various financial control associations and their members. 

The National Financial Control Association was entrusted by the 
Finance Ministry with the task of carrying out the Ordinance for the Con- 
solidation of Financial Institutions which was passed early in 1942 and 
which gave the Finance Minister broad powers to bring about amalgama- 
tions of banks, trust companies, etc. While this was an historic policy 
the number of ordinary banks having been reduced from 782 in 1930 to 186 
by the end of 1941, and the number of savings banks from 90 to 69 over the 
same period, the program was pressed with renewed intensity during the 
Pacific War period on the grounds of the need for simplicity of administra- 
tion and economy of manpower and facilities.®" The pre-war “ big seven ” 
banks became the “ big five ” as the Mitsui and Dai Ichi (Shibusawa) 
banks combined to form the Teikoku, and the Mitsubishi Bank absorbed 
the Dai Hyaku (Kawasaki I. The Yasuda Bank merged with the Showa 
and the Daisan, and the Teikoku absorbed the Jugo Bank. This made the 
Teikoku the largest and the Yasuda the second largest commercial bank in 
Japan. By August 31, 1945, the number of ordinary banks had been re- 
duced to 61 and savings banks to just five. 

A variety of new financial institutions were established to assist in vari- 
ous phases of war finance. The earliest and most important was the War- 
time Finance Bank (Senji Kinyu Ginko). This was patterned after the 
Industrial Bank of Japan and operated side by side with it during the war. 
Just why the Industrial Bank, whose debenture limit was expanded suc- 
cessively from 500 million to 5 billion to 10 billion yen, could not have ex- 
tended its facilities somewhat further and thereby have eliminated the need 
for another bank, the Japanese were never able to explain convincingly. 
The purpose of this bank, as defined in its law was 

to provide in wartime loans which are difficult to obtain from other 
financial organs for the expansion of production and for the reorganisation 
of industries, and also to stabilize the market prices of securities. 


r® The policy dates back to the 1920's when the Japanese banking system was in a 
precarious condition, partly due to the property damage resulting from the great earth- 
quake, but much of it duo to unsound practices of Japanese bankers. Many pro- 
vincial banks made heavy loans to their directors and stockholders for purposes of 
speculation. The Ministiy of Finance demanded that directors and stockholders either 
make good the losses personally or give up control of the bank. A large number of 
mergers resulted and the Finance Ministry adopted the slogan “one bank for each 
prefecture," which was not carried out, though the approach by August 1945 was close. 

®"A paraphrase of the official reasons advanced was: "... the existence of numer- 
ous banking institutions inevitably leads to unnecessary friction for the acquisition of 
funds. This and duplication of loans are apt to thwart control operations.” Oriental 
Economist, February 1943, p. 58. 
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The Edwards Mission has suggested that the creation of the Bank was 

a patent effort to take the strain and risk of wartime financing off the 
Industrial Bank, 

and noted that the principal effect of the creation of the Wartime Financing 
Bank was 

to alter the participation of the ordinaiy banks in two respects: to re- 
duce their equity risk from over 75 percent to only 17 percent; and to alter 
their status, as far as dividends were concerned, from an unguaranteed to a 
guaranteed common stockholder.®* 

The Wartime Finance Bank was capitalized at 300 million yen, of which 
200 million yen were subscribed by the government and 100 million yen by 
various financial institutions. The first president of the Bank was Masat- 
sune Ogura, a leading Sumitomo executive. Among its outstanding loans 
were 243 million yen to the Nchitsu Combine, 25 million to the Manchuria 
Investment Securities, 16 million to Nippon Soda and 17 million to Nichiden. 
By the end of the war the Bank's loans on bills amounted to 3,662 million 
yen compared to 14,331 for the Industrial Bank. Its non-government secur- 
ity holdings were 953 million while the corresponding figure for the Indus- 
trial Bank was 97 million yen. 

In 1943 the Enterprise Readjustment Act was passed which provided for 
indemnities to be paid owners of plants converted to war industry, plants 
abolished, buildings pulled down under the air-raid precaution law and 
plants taken over under the air-raid defense law. In addition to large ex- 
penditures for these purposes by the Industrial Management Corporation 
and People’s Rehabilitation Bank, sums were being paid out in settlement 
of war risk insurance claims. To channel these funds into war industries 
and to prevent these payments from inducing inflation, the Special Law for 
Disposing of Funds was enacted in 1943. This act set up the system of 
blocked accounts which remained in effect through the end of the war. 
Under this system funds were released from blocked accounts only for the 
payment of taxes, for paying retirement allowances, for purchases of equip- 
ment and stock in war industries, or to pay off bank loans. From the in- 
auguration of the blocking system until the end of August 1945, 18.8 billion 
yen had been paid into blocked accounts of which 5.1 billion had been re- 
leased.®' 

Although the Finance Ministry continued to draw up its Capital Alloca- 
tion and Subscription Plan until the end of the W'ar, with the formation 

Report oj Oie Mvusion on Japanese Combines, Pt. I, op. cit., p. 66. - 

S! It was continued and expanded by SCAP, after the surrender. 

®'See Summation oj Nor^Military Activities in Japan, op. cit., No. 2, Tokyo, 
November 1946, pp. 142-43 ; also Oriental Economist, July 1943, pp. 308-9. 

** This quarterly “ debt issuing plan,” as it was sometimes called, indicated the 
amounts of various types of debentures which were to be absorbed by various investing 
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of the Munitions Ministry and the designation of munitions companies, a 
new appi’oach in industrial war financing was undertaken. Munitions com- 
panies were assigned to designated banks which were responsible for meet- 
ing their financial need*. The broad financial requirements for each field 
were determined by the Finance Ministry in consultation with the Muni- 
tions Ministry which determined the needs of individual companies. Once 
the overall requirements and the needs of the individual companies had been 
agreed upon, the designated banks were required to supply the funds. It was 
largely this system which forced the banks to resort to the Bank of Japan 
to the degree shown previously. The then current Finance' Minister Kaya 
explained the system; 

Under the Capital Adjustment Law as it has operated, the industrialist 
in need of fresh funds for production expansion was required to negotiate 
with financiers. The financiers, in ton, had to apply to the Government 
for permission for loans to the industrialists and for other proceedings in- 
volved. This was found unsatisfaetory. Under the new system, munitions 
companies in need of industrial funds may dispense with the trouble of ne- 
gotiating with financiers and apply directly to the Ministry of Munitions. 
Of course capital allotment for various fields of industry are previously set. 
Capital supplies to munitions makers arc provided within these limits an- 
nually, semi-annually, or sometimes on a quarterly basis. While the Min- 
istry of Finance must plan capital operations as a whole, the Ministry of 
Munitions, and only that Ministry may freely decide on capital operations 
as far as munitions manufacture is concerned.®’ 

A variety of advantages were claimed for the system, such as that de- 
posit and loan accounts of a company would be concentrated in the same 
bank thereby giving the bank greater control over and scrutiny of the capital 
of the company with resultant restriction of wasteful use. It was extended 
until by the end of the war 2,240 firms were assigned to designated banks, 
of which the “ big five ’’ banks serviced 1,582 and the provincial banks 658. 
Most of the larger companies were assigned to the “ big five.” There ap- 
pears to be no indication that this system did not operate effectively. There 
is no evidence of complaint that war production was retarded or slowed due 
to lack of credit. 

When the Japanese overran the southern areas and in the first flush of 
victory optimistically anticipated long-term exploitation of the resources of 
the regions, they established a new financial institution on July 1, 1942 — 

groups. For example, the plan for the first quarter of 1944-45 called for a total pu> 
chase of 817 million yen of debentures, 33.7 percent to be absorbed by bankers' syndi- 
cates, 263 percent by public subscription and 40 percent by government agencies and 
banks. The debentures were broken down according to special companies, ordinary 
companies, companies operating in China, companies operating in Manchuria, etc. 

BS “ Recent Financial and Monetary Problems,” by Kaya, Okinori, in Oriental Mcon- 
ormst, February 1944, p. 74. See also ibid., February 1945, pp. 60-62. 
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the Southern Development Treasury— to finance long-term development." 
Theoretically, financial activity in the occupied areas was to be divided be- 
tween the Treasury and the Yokohama Specie Bank, with the former han- 
dling long-term finance and the latter short-term. Mo=t of the 32 offices of 
the Southern Development Treasmy were set up in the offices of the Yoko- 
hama Specie Bank, which increased its branches from 8 to 47. When it 
became apparent, however, that the anticipated development of resources 
would not materialize on the expected scale, the Southern Development 
Treasury was quickly turned to other purposes; it was given authority to 
issue bank notes without limitation and played the role of central bank in 
those areas where there were none or until puppet banks were organized.®^ 

In all areas of military operations in the South after the attack on Pearl 
Harbor, the military scrip issued by the Japanese armed forces circulated 
as a fiat currency side by side and at par with the existing currency, such as 
the peso in the Philippines, the Straits dollars in Malaya and Borneo, the 
rupee in Burma, and the guilder in the East Indies. The Japanese were 
anxious to eliminate the military scrip to create the semblance of equality 
of status and independence for the puppet governments. The first step was 
to withdraw the militaiy scrip and replace it by notes of the Southern De- 
velopment Treasuiy. If and when a puppet Central Bank was organized, 
as was done in the Philippines, bank notes of the Central Bank were ex- 
changed at par for notes of the Southern Development Treasury. 

In China, where the Yokohama Specie Bank and not the Southern De- 
velopment Treasury operated, the puppet Central Reserve Bank of China 
was established and bolstered by a loan from the Bank of Japan. The notes 
of this bank were then used to redeem the military scrip." Subsequent 
military e.xpenditures were financed by branches of the Yokohama Specie 
Bank, particularly the Shanghai Branch, ^ecuring currency from the Cen- 
tral Reserve Bank of China through the device of crediting the C.R.B. with 
a special deposit. From time to time the special deposit account (a liability 
on the banks of the Yokohama Specie Bank) was reduced by turning in 
Central Reserve Bank of China notes purchased in the open market for gold, 
but the volume of military expenditures was such that toward the end of 
the war Japan began to lose economic as well as military control of the 
occupied areas. Large e.\penditurcs in Central China during 1945 were re- 

soSee “Conoeraing the Trca-iiry for the Development of the Southern Regions," 
by Kitsbawa. Katsuaatoshi, in Kenai Toseiho Nempo for 1942, Tokyo, 1943, p. 129. 

See The Japanese Occupation Technique in the Field of Money and Banking, 
Foreign Economic Administration, Washington, February 1944. Declassified by 
authority of C. C. Stelle, Department of State, April 16, 1947. 

The Japanese government compensated the central banks of the occupied coun- 
tries with yen credits on the books of the Bank of Japan in amounts equivalent to 
those of military yen notes withdrawn, but at the arbitrary rates of exchange set by 
Japan. In the rn..e of China the rate of exchange was set at 100 yuan equal 18 yen. 
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fleeted in the October 31, 1945, statement of the Shanghai branch of the 
Yokohama Specie Bank showing total assets and liabilities at the astro- 
nomical figure of 340 billion yen. In 1944-45 the flight from yen currencies 
in Occupied China assumed such proportions that prices in terras of local 
currency took an uptrend sharper than in Free China. 

Such were the essential features of the financial pattern in wartime 
Japan.*® The war industries never lacked funds. Lavish government 
spending, guarantees and subsidies, resulted in an extensive inflation of the 
credit structure, and the growing strain upon this in 1944-45 began to be 
translated into currency expansion, which tended by early 1945 to be exces- 
sive in terms of the Japanese capacity for control but was not a significant 
check on industrial activity. Had the war continued, this mounting infla- 
tion would have sapped the war effort, wholly apart from the more im- 
portant physical factors which made it impossible for Japan to continue the 
war.®® 

The Trend of Prices 

Prices rose more sharply in Japan than in any other major belligerent 
country, with the exception of China. This was true, even if the ofiicial 
index of prices is used for comparison. (See Table 9.) A variety of reasons 

TABLE 9 

Pbice Tsexds— United St.ites. Japan, Unhid Kingdom. Geemant, 1936-44 
(1830=100) 

Wholesale Prices Retail Prices “ 


Year 

It 0 

Japan 

It A' 

Gei- 


Japan 

Ti je 

Ger- 


V . O , 

Heal* Oj^cial 

t/.A. 

many 

r .o. 

Real* 

Official 

o .rv. 

man]/ 

1936 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

1937 

107 

119 

121 

115 

Its 

104 

109 

no 

105 

100 

1938 

97 

126 

127 

107 

102 

102 

120 

125 

106 

101 

1939 

95 

145 

141 

109 

102 

100 

135 

141 

107 

101 

1840 

97 

171 

158 

145 

106 

101 

175 

163 

125 

104 

1941 

108 

184 

187 

162 

108 

106 

204 

165 

135 

106 

1942 

122 

236 

180 

169 

110 

118 

266 

170 

136 

no 

1943 

128 

267 

191 

172 

112 

125 

312 

180 

135 

111 

1944 

129 

325 

214 

176 

113 

127 

390 

202 

137 

US'" 


A “ Consumer ” prices for U.S.. cost-of-living for UK. end Germany, 
a Average Januaiy-November 1944. 

Sources; U.S. Bureau of Labor Statistics; Japan, ofScial — Bank of Japan, ♦real — Moiiia 
Index, see Chapter 6, Table 47, p. 356; United Kingdom— J/fnistry o] Labor 
Gazette; Germany — Statisliches jahrbvcii. 

s® For an overall Japanese account of the trend of war finance, sec the Ministry of 
Finance report to the Diet summarized in the Nippon Times, Tokyo, September 15, 
1945, p. 3. 

90 For an excellent wartime evaluation of the situation, see Hunsberger, Warren, 
Control oj Inflation in Japan, State Department, R. & A. 2451. Washington, 1945. De- 
classified by authority of C. C. Stelle, State Department, May 6, 1947. 



98 


Japan’s economy is was and beconstbcction 


were responsible for this. Japan was at war longer than any of the other 
powers and had an unbroken series of deficits since 1930. Although Ger- 
many began rearming early, her price control was much more effective than 
Japan's. In Japan the price freeze of September 18, 1939, was used as a 
basis for setting ceilings on consumer goods. As will be shown later,®* sub- 
sequent attempts to control prices failed in the face of the growing diversion 
of increasingly scarce consumers goods to the black market. In the war 
industries the cost-plus method was widely utilized in establishing ceiling 
prices.®® This was coupled with the lavish use of subsidies to stimulate pro- 
duction of essential war products. For example, government subsidies to 
permit fixing of coal prices to consumers and to encourage production began 
in 1938 and assumed increasing importance through the war years. Bonuses 
were paid in accordance with quotas apportioned by the Control Associa- 
tion. Operators submitted estimates of their costs to the association for 
six-month periods; these estimates, revised after three months in the light 
of actual operating costs, formed the basis of the cost-plus price established 
for each mine. Until October 1943 prices varied with the grade of coal, but 
thereafter that factor was eliminated. Total subsidy funds paid to coal pro- 
ducers in Japan proper rose from 48 million yen in the first half of 1941 to 
406 million yen in the latter half of 1944 although during that period pro- 
duction declined 11.2 percent. The extent of the financial inducement given 
to spur production of the conveniently-situated, but low-quality, lignite of 
Eastern Honshu, as the shipping position deteriorated, may be seen from 
the fact that the average subsidy per ton of coal paid to these producers in 
the latter half of 1943 was 10.06 yen while that for the far better bitumin- 
ous of Hokkaido and Kyushu was 4.95 and 7.41 yen respectively. When 
translated into subsidy per million calories, the variation is even more strik- 
ing. As a result of the subsidies the official price of coal to consumers, c.i.f. 
Yokohama, only ^o^e from 23.42 yen per ton in early 1941 to 24.55 during 
the last half of 1944, By 1945 the price to the producer was 65 yen per ton 
(including transportation costsj with the government subsidy amounting to 
41 yen per ton.®® It is noteworthy that^notwithstanding the considerable 
increase in production costs because of rising wages and black-market prices 
paid for some materials and equipment — due to the subsidies the major 
Japanese coal mining companies found wartime production highly profitable. 

The government spent freely in all fields in which it wished to encour- 
age production. Total direct production subsidies rose from 545 million 

®r See Chapter 6. 

®®Hatta, when asked how the price for contracted aircraft was fixed, replied: “The 
cost price was figured by the military and a profit added .... the cost plus fee was 
severe in the early days, but later they were inclined to pay more liberally so as to in- 
crease production.” USSBS Interrogation No. 380, Tokyo, November 17, 1946. 

•® See Nippon Times, Tokyo, September 21, 1945, p. 4. 



WAH YEAHS — OVERVIEW 


99 


yen in fiscal 1941 to 4^87 million yen in fiscal 1945. Whenever any essen- 
tial sector of Japanese industry protested that costs had outrun fixed prices 
and that it could no longer operate at a profit, the government was never 
reluctant either to grant a price increase nr to extend the subsidy system. 
Since costs rose steadily, this resulted in a steady upward pressure on prices 
and a progressive extension of the subsidy system. For example, when the 
U.S. embargo cut off scrap, and domestic pig iron production had to be ex- 
panded and substituted, the industry demanded that the government meet 
the increased cost. Not only were prices raised but subsidies were paid. 
One firm, Nittetsu, whose profits fell from 29.6 percent in 1938 to “ a mere 
19.5 percent ” in 1941, received a subsidy of 30 million yen annually, or 
about five percent on its paid-up capital of 575 million yen.“* This set off 
a series of increases in other industries, such as copper, which were also 
affected by the embargo. To expand and stimulate production, in the 1943 
drive to raise the level of output, the government early in the year an- 
nounced an Emergency Price Readjustment Plan and a Price Compensation 
Plan. The former was a large-scale adjustment in essential industries to 
cover the rising costs of 1942. For example, the price of soda was raised 25 
percent to 192.50 yen per ton while cement prices which had been increased 
25 percent in 1942 were raised another 16 pcrcent.“^ The Price Compensa- 
tion Plan adjusted and extended payment of subsidies when production goals 
were reached or exceeded. It was employed in a variety of industries such 
as copper ore, chemicals, shipbuilding, etc. For example, in shipbuilding, 
construction was divided into stages, laying of keel, construction of hull, 
completion of whole ship. If the work was finished in the time prescribed 
for each stage, compensation was granted at set rates. If it was finished 
in less than the prescribed time it was paid at higher rates in proportion to 
the time saved.*’® 

As output of basic materials fell after 1943 and of finished products in. 
late 1944-45, unit costs rose and a renewed series of price increases and 
subsidies resulted as the government attempted vainly with the few ineffec- 
tive tools it still had left, such as funds and prices, to counter the tide. 
Although the output of ammonium sulphate, for example, had been sub- 
sidized to the extent of 44 million yen in 1944, the subsidy to the producers 
was raised from 105.6 yen per ton to 204 yen per ton at the beginning of 
1945.®’ During the first seven months of 1945 general wholesale prices rose 
22 percent, or 54 points on the official index. 


Oriental Economist, November 1941, p. 623. Also, ibid., Febniaiy 9, 1946, p. 81. 
Oriental Economist, May 1943, p. 232, and December 1943, p. 580. 

®« Ibid., October 1943, p. 482, and November 1943, pp. 510-12. 

8® Summation oj Non-Military Activities in Japan, op. cil., March 1946, p. 192; also 
Oriental Economist, Februaiy 9, 1946. 
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Consolidation and Rationalization 

In common with other countries at war, tlie reorganization of the eco- 
nomic structure attendant upon conversion to full war production saw the 
elimination of a number of small enterprises and, on the other hand, the 
expansion of production and liberal government expenditures brought with 
them a greater concentration of resources in fewer hands. Possibly in Japan 
this was carried to a greater extent than elsewhere but in the absence of any 
comparative statistical series this is not capable of demonstration. Only 
fragmentary evidence is available. The cartels had long encouraged con- 
solidation and when they became control associations and received legal 
powers, they pursued their policy anew. Shortly after Pearl Harbor, Com- 
merce and Industry Minister Kishi announced that 

Progress is being made with the movement for amalgamation of smaller 
manufacturers and traders, which is necessary in order to rationalize indus- 
try and improve the production and distribution of various materials. . . 

Shortly afterwards he announced 

Manufacturers without whom the nation can do very well must be re- 
duced in number, so that labor can be directed to other undertakings 

and that 

the problem of reorganization of medium and small scale business is one 
of the most difficult with which the government has to deal.’*’" 

In May, an Enterpri.^e Readjustment Ordinance was promulgated under 
authority of the National General Mobilization Act, giving the Ministries 
authority to bring about mergers, consolidations, etc. In addition it listed 
a wide range of business fields in which one could not engage without spe- 
cial goveniment permission. By denying permission the government could 
force an established business to liquidate. This was applied when the Koeki 
Eidan decided there were too many people engaged in foreign trade and re- 
duced the number by 90 percent. In 1942, 410 mergers involving a capital- 
ization of 2.9 billion yen were carried out under authority of the act. In 

“®In June 1930 an Indu,-trinl Kationjlization Bureau had been set up in the 
Ministry of Commerce and Indu-(iy. (for an account of the woi+r of this bureau 
over the next few years see Fujita, K.. " Cartels and Their Conflicts in Japan," Journal 
oi Lhe Osaka L'niversUy oj Commim, \o. Ill, December 193S.) It had long been a 
policy of the cartels to urge rationalization wherever and whenever possible and the 
China IV ar provided an additional talking point. By 1939 the impact of the war had 
caused public concern over the degree of absorption of small- and medium-scale business 
and in July 1939 the government appointed a Committee to look into the problem. It 
recommended government relief and in 1940 the government decided to establish the 
People s Hehabilitation Bank (Kokumin Kosei Ginko) which was opened in March 
1941 to grant relief and loans to displaced small businessmen. 

^ Japan Times and Advcrliscr, March 8, 1942. 

‘"9 /bid., April 28, 1942. 
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1943 there were 570 mergers involving a capitalization of 7.8 billion yen,*“^ 
Paint plants were reduced from 300 to 60. The 20 cement companies W'ere 
cut to 6. The number of glass works was reduced from 800 to 90; the num- 
ber of shipping firms from 234 to 10. The number of tanneries was cut from 
700 to 28. The pre-war 13.7 million cotton and staple fiber spinning spindles 
were cut 77 percent and the number of companies reduced to 10. The larger 
companies were allowed to convert to war production, the spindles of the 
smaller ones were taken for scrap.*'*- Retail trade was particularly hard 
hit. By mid-1943, 11,000 shops in Tokyo alone had been closed. The rec- 
ords of the People’s Rehabilitation Bank indicate that 43,262 rice dealers 
were forced out of business, 8,030 confectionery makers, 1,428 petroleum 
dealers, etc. 

On the other hand, the war expansion of the “ big four ’’ Zaibatsu hold- 
ing companies — Mitsui, Mitsubishi, Sumitomo and Yasuda — is reflected in 
Chart 3 covering assets, liabilities and capitalization of the primaiy holding 
companies.***’ These Zaibatsu holding companies emerged from the war 
with assets aggi'egating more than 3 billion yen as compared with 875 mil- 
lion in 1930. SCAP declared; “Thej' accomplished this by obtaining pref- 
erential government subsidies, loans, grants and forced mergers of small 
business concerns without materially increasing their capital invest- 
ment.” *’* An indication of the growth of the capital and assets of two of 

101 Onenlal Economiat, March 1944, p. 104. 

loa/ia'd., Maivh 16. 1946, p. 78. 

100 II is not possible to present acciuale year-by-year figiiic- for the whole holding 
company complex, because the Japanese did not rise consolidated balance sheets and 
the vaiying degree of holding company control of or investment in otlier companies has 
never been finally determined. The Edwards Mission noted; "There are certain types 
of financial information which the Jai>anose do not provide in any form. Consolidated 
balance sheets are not to be found in Japanese accounting. This is particularly unfor- 
tunate because large Japanese coipoiaUons almost alwaj's control a large number of 
subsidiaries; systems of that kind cannot be viewed Dccumtely without statements on 
a consolidated basis. Supplementaiy schedules providing a reconciliation of surplus and 
showing the details regarding depreciation and other reserves are also foreign to Japa- 
nese accounting practice. A propo.sal for disclosure of corporate reserves would be 
particularly repugnant to Japanese corporate executives. Fictitious provisions for re- 
serves, concealment of real profits and losses and consequent distortion of assets and 
liabilities are accepted as an essential feature of corporate accounting to which no rn- 
vidious connotations are attached."’ Report o/ the Misaion on Japaneae Combines, op. 
cit., p. 27. 

consummation of Non-Military Activilm in Japan, No. 6, p. 211, March 1946. 
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the old and two of the new Zaibatsu, over the war years, in millions of yen, 
may be seen as follows; 


roSof /gjfl t9.fl? 



CapiUtl * 


Capilut 

Aaaels 

Capital 



100 

423 

150 

506 

300 

1233 


30 

98 

30 

127 

30 

140 

Fuji Ind.** .. 

12 

23 

SO 

476 

50 

3,123 

Kawasaki . . . 

80 

150 

200 

346 

600 

1.55S 


♦Authorized; ♦♦Formerly Xafcaiima Aiwraft. 


These figures are only for the principal holding companies and do not in- 
clude any subsidiaries. The Yasuda Hoiisha appears insignificant but it 
has been estimated that it controlled companies having total assets of about 
40 billion yen and was one of the larger Zaibatsu. Kawasaki, one of the 
smaller ones, appears here to be much larger than Mitsui and Yasuda com- 
bined, because it was a holding company which was also directly engaged 
in production, while the Mitsui and Yasuda Honsha's yvere almost pure 
holding companies. The figure-, however, do indicate the striking growth 
of the concerns as a result of war.’"-' The assets of Sumitomo Honsha, the 
Sumitomo Holding Company, for e.xamplc, increased from 481 million yen 
at the end of 1941 to 1.1 billion in 1945. Chart 4 indicates the growth be- 
tween 1930 and 1945, and the profit and loss records, over the same period, 
of the seventeen leading holding companies in .Tapan. The degree of control 
exercised by these companies over the .lapanesc economy was summed up 
by Edwards as follows; 

At a minimum estimate, the paid-up capital of seventeen of them in 1944 
amounted to 24.6 percent of the total paid-up capital of all joint stock com- 
panies in Japan. In key industries their place was substantially stronger. 
Fifteen of these concerns, for which production figures are available by in- 
dustries, produced 51 percent of the total Japanese output of coal, 69 percent 
of aluminum, over 50 percent of the pulp and paper, 88 percent of the steam 
engines, 69 percent of the steam locomotives, 88 percent of the soda, 43 per- 
cent of the ammonium sulphate, 33 percent of the soap, and 49 percent of 
the synthetic dyes. In finance, the Zaibatsu are peculiarly strong. They 
have 57 percent of the assets and 71 percent of the loans and advances of 
all Japanese ordinary banks. Their savings banks have 99 percent of all 
savings bank assets; their trust companies 69 percent of all trust company 
assets. They have 74 percent of the total assets of fire insurance companies 
and 38 percent of the total as=cts of life insurance companies.^® 


105 Diagramatic prwentation of the holdings of the big four Zaibatsu will be found 
in SCAP Summation No, 5, Tokyo, February 1946, Chart Nos, 48, 49, 50, and SI. 

106 The Dissolution of Japnne.<e Combines,” by Edwards, Corwin D.. Pacific Affaics, 
Vol. XIX, No. 3, September 1946. The financial peiventages quoted were based on re- 
lationships prevailing at tire end of 1945. 
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While the volume of profit expanded sharply during the Pacific War 
period because of the great increase in capitalization and assets, the rate 
of profit in many cases declined. For example, the largest Asano subsidiary, 
Nippon Steel Tube, which with its subsidiary companies accounted for about 
one-sixth of Japan’s ordinary rolled steel products during the war, saw an 
expansion of its assets from 116 million yen in 1936 to 857 million yen in 
1944 and of its profits from 9 million to 35 million yen over the same years. 
The rate of return on invested capital, however, fell from 7 to 4 percent. 
The Industrial Bank of Japan made a semi-annual survey of profits for a 
representative sample of corporations and its reports show a decline in the 
average rate of return on invested capital from 13.3 percent for the second 
half of 1941 to 12.9 percent, first half, 1942; 12.6 percent, second half, 1942; 
10.8 percent, first half, 1943; 11.1 percent, second half, 1943; 10.7 percent, 
first half, fiscal 1944.^°" While Japanese profit figures are hardly reli- 
able,“® this decline may be attributed in part to the Regulation Governing 
Depreciation of Fixed Assets of Corporations, of September 1942, which re- 
quired corporations capitalized at five million yen or more to depreciate 
their assets at fixed rates instead of at their discretion as theretofore. The 
period for depreciating assets was made shorter than had been customaiy. 
In addition, the growing scarcity of materials, developing black markets, 
decreasing efficiency of labor, etc., increased costs. The Economist in com- 
menting on the decline in profits, in 1942, noted; 

One particular point that should be emphasized as a factor of no small 
influence is that the second half, 1941, in which the prospects were most de- 
pressing in general, had stocks of raw materials to fall back on, but in the 
first half of 1942 these stocks were exhausted. In this circumstance no im- 
provement is possible for the second half of the current year. Much hangs 
on the question of how soon and how much of the natural resources secured 
in the southern regions will begin to be reflected in the condition of Japa- 
nese industry. . . 


lor As reported in the Oriental Economist, July 19-13, p. 339, and October 1944, pp. 
430-31. 

1*8 The Mission on Combines noted: . . corporate net profits, as computed iu 
Japan, are subject to all sorts of arbitrary adiusfnients and concealed charges ... the 
financial statements are curiosities in obscurity and evasion . . . with such leeway in 
methods of making financial reports, the question of enforcement ita.x] becomes almost 
academic. But the Japanese go through the motions. . . . Tlie Tax.ation Bureau of the 
Finance Ministry receives and examines these financial reports in connection with the 
tax on corporate profits. The Ministry has been known on rare occasions to object to 
the data filed with it, but all such cases have involved ‘small corporations’. So far as 
is known, no such objection has ever been raised ia connection with a Zaibatsu enter- 
prise.” Report oj the Mission, op. oft, pp. 26-27, 64. The US3BS report on the electric 
power industry declares; “There is considerable evidence that the balance sheets and 
profit and loss accounts of Nippon Hassoden fall far short of presenting the true picture 
of its financial incapability.” (p. 24.) 

t** Oriental Economist, September 1942, pp. 421-22. 
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Causes of the Debacle 

This indeed was the supreme gamble of the war, and in undertaking it 
the Japanese reckoned without sufficient attention to their shipping posi- 
tionJ“ Japanese attention to sliipping was characterized by the same early 
confidence, the same lack of planning, of poor administration and of internal 
conflict of interest, as marked the allocation of materials. Japan entered 
the war with 5,916,000 tons of steel merchant shipping of 500 gross tons and 
over.'” During the war an additional 4,100,000 tons were constructed, cap- 
tured or salvaged. Of the combined total, 8,617,000 tons were sunk and an 
additional 937,000 tons were so seriously damaged as to be out of action at 
the end of the war. U.S. submarines were responsible for sinking 54.7 per- 
cent of this total; Xa^’y carrier-based planes accounted for an additional 
16.3 percent and Navy and ^Marine land-based planes for 4.3 percent. Army 
land-based planes accounted for 10.2 percent, mines for 9.3 percent, marine 
accidents for 4 percent and surface gunfire for less than 1 percent. 

The Japanese Planning Board had ostiinated that after the third year 
of the war, if the war lasted three years, Japan would require 5,050,000 
gross tons and would have on hand, after balancing losses against replace- 
ments, 5,250,000 gloss tons of shipping.'” Actually, after the third year of 
the war Japan was down to 2,100,000 tons of shipping, only half of which 
was seiTiceable. and seven months later, at the end of the war, total service- 
able shipping available to the Japanese was only some 700.000 gross tons.'” 
Never in modern times was an island nation so thoroughly cut off. 

The initial overconfidence was manifested by a very modest shipbuilding 
program of only 350,000 tons for 1942 and complete lack of escort protec- 
tion for its shipping. For a nation which initiated the war by a naval and 
air attack, Japan was singularly lacking in foresight. U.S. naval authori- 
ties noted; 


"•> In Ills siieccli to llic SStli Diet .«C".ion on causes for Japan's defeat, Prime Minis- 
ter Prince Higashi-Kuui did, however, paj* suifiident attention to it: "The production 
of militaiy supplies had been seriously affected by the curtailment of our marine trane- 
portation facilities ... by May of this year our carrying capacity had dwindled to leas 
than one-quarter of what we had at the beginning of the rvar owing to the ever increas- 
ing loss of ships, . . . The excessive reduction of transportation capacity affected con- 
spicuously the supply of coal and other basic raw materials for industrial purposes and 
made well nigh impossible tlie importation of goods from the South. . , ." Nippon 
Times, Tokyo, September 6, 1945, p. 1. 

In addition there were about one million tons of Japanese-type wooden junks, 
called Kihansen. 

Estimate oj Japanese National Strength at the Outbreak of the Greater East 
Asia War, Cabinet Planning Boai-d, Tokyo, December 1941. 

”3 Includes 557,000 tons of operable steel shipping of 500 tons and over, 110,000 
tons of wooden shipping, and the remainder, a combination of metal and wood, under 
SOO tons. 
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The Japanese Navy although profiting by following the British example 
in many ways did not profit by the bitter British experience with German 
submarine warfare in WW I. There was no single command or office of the 
Japanese Navy primarily responsible for shipping protection at the out- 
break of the war. There was no program for construction of Japanese escort 
vessels and only two were built prior to April 1943. There was no escort 
organization and the procedure for coordinating the work of adjacent com- 
mands or the various commands along an c.xtended shipping route was loose 
and inefficient.”^ 

Available merchant shipping was divided among Army, Navy and the 
civilian Shipping Control Association (Sempaku Unei Kai). That which 
was not requisitioned by the Army and Navy fell in the “ civilian ” cate- 
gory. It was this latter category which came under the aegis of the Trans- 
portation hlinistry and upon whose carrying capacity the Munitions Min- 
istry could base its allocations and planning. What the Army and Navy 
brought in, in their ships, they alone determined, and they might or might 
not tell the Munitions Ministry about it. In December 1941, the “ A ” 
ships in service of the Army totaled 2.1 million tons, the “ B ” ships under 
the Navy totaled 1.5 million tons (exclusive of tanker tonnage) and the 
" C " ships — civilian, under the Shipping Control Association and Com- 
munications (later Transportation) Ministry — amounted to 1.7 million tons. 
As the Army quickly occupied the southern areas, it began to release ship- 
ping to the “ C ” category and by October 1942 a million tons had been 
transferred. With the adverse turn of the Guadalcanal campaign, however, 
it started to requisition once again. This, of course, upset planning for 
commodity imports in “ C ’’-class ships. Such imports of key commodities 
fell from a pre-war, 1941, total of 48,723,000 metric tons to 40,520,000 in 
1942 and then plummeted to 17,129,000 metric tons in 1944, and to 3,000,000 
tons in the first quarter of fi.scal 1945.'''’ The Anny controlled its merchant 
shipping through its shipping headquarters at Ujina and five subhead- 
quarters outside of Japan proper, the Navy through its Central Office of 
Naval Transportation at Yoko.'uka and sub-offices in the occupied terri- 
tories. Coordination of control existed only at the top through conferences 
of the various interested Ministries. Ai'rangements for shipping protection 
were not uniform and information regarding sailings, departures and enemy 
sub sightings was not transmitted from one Ministry to anotlicr.’^^® 

Campaigns of the Pacific War, Nava! Anal.vsia Division, USSBS, Wa.'hington, 
1946. p. 378. 

SiiiiimaCwTi of ^an~MiIiUtiy AciicUien in Jaiian, Vol. I, September-October 1945, 

p.77. 

iisThe policy of sailing unescorted merchant vessels in groups was, however, 
adopted. This made the ships more vulnerable to submarine attach and the UB. Navy 
was curious as to the Japanese logic. A Japanese Naval officer explained it as follows: 
“. . , first that they might be sure to get a radio message back . . . second to make better 
use of the few convoy commanders . . . third to improve the chance of rescuing crews 
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At no time did the Transportation Ministry have complete control of 
merchant shipping. It was not until the incredibly late date of May 1945 
that control of all shipping was centralized within Imperial General Head- 
quarters with the establishment of an Inspectorate-General for Marine 
Transportation. But this was much too late. Long before, the shortage of 
shipping had begun to strangle the Japanese economy. The increasingly 
critical nature of her shipping situation caused Japan to expand her naval 
and merchant shipbuilding plants to a point where 35 percent of a constantly 
dropping steel supply was being consumed in shipbuilding alone. Construc- 
tion of merchant ships increased from approximately 238,000 tons in 1941 
to 1,600,000 tons of steel ships and 245,000 tons of wooden ships in 1944. 
But the raw materials which had to be imported to maintain steel produc- 
tion — coking coal and pig iron — were cut two-thirds by the middle of 1944 
by the increasing stringency of shipping and the interdiction of many of 
Japan’s shipping routes. As a result there had to be a scaling down of steel 
availability for lower priority items such as tanks, guns, trucks, and the 
complete elimination of steel for civilian requirements, construction or ex- 
port. By the end of 1944 it was no longer possible to protect even high 
priority war production by further shifting of allocations of scarce mate- 
rials from items of lesser priority. 

IVhile the greatest achievements of the Japanese war economy were 
registered in 1944 with peak output coming roughly about the middle of 
that fiscal year, there was a ba>ic dichotomy of production. The peak in 
output of basic raw materials wa- reached in 1943; the peak in end-product 
output — ships, planes, ordnance, munitions — came in 1944. Ingot steel out- 
put reached a peak of 7.8 million metric tons in 1943 and then fell to 5.9 
million tons in 1944. Finished steel rose to 5.6 million metric tons in 1943, 
then fell to 4.3 million tons in 1944. Coal production rose to 55.5 million 
tons in 1943 then fell to 49.3 million tons in 1944. Everywhere in basic 
materials — coke, iron ore, pig iron, alumina, aluminum — the story was the 
same. The ba^ic irony— and for the Japanese, tragedy — of their industrial 
war effort was that by the time they belatedly recognized the need for rais- 


of sunken skip-; and fourth because the British appeared to have found i( suecessful in 
WW I. There was an added factor in that the Kavy had taken man}- of the experi- 
enced merchant ship captains and chief otSecis leaving comparatively inexperienced 
merchant marine officers to take charge of the .“hips. These officers lind no training in 
handling ships under attack. There was also reluctance on the part of many merchant 
captains to sail singly in dangerous waters. Most of them who did sail singly were lost 
in the early part of the wav. After that if a ship was ordered to sail alone, the captain 
often would put into port at the first scare and wait until he thought the threat of the 
attack was over. This caused reduction in the usefulness of shipping, of course. The 
policy of sailing in groups was adoped in 1942 and adhered to throughout the war. The 
Chief of the Navy General Staff was opposed to it but was persuaded by other mem- 
bers to adopt it for the above reasons.” ffSSBS Interrogation No. 460, Tokyo No- 
vember 19, 1946. ' 



WAH YEARS — OVERVIEW 


107 


ing the level of industrial output, and took energetic and, for their economy, 
enormous strides in increasing capacity and output, it was too late. The 
declining flow of raw materials would not support the new higher level of 
output. Capacity increased but output fell. The shortage of special steel 
cut aircraft engine production. In April 1944 the available supply of air- 
craft engines fell below the 1.8 engines per airplane requirement which was 
considered minimum. From then on, though airframe production expanded, 
engine supply was the bottleneck. The aircraft industry in 1944 was in- 
creasing output at a time when its subsidiary aluminum industry was be- 
ginning to decline, a typical relationship at this stage of the war. Imports 
of bauxite fell from 820,534 tons in 1943 to 347,335 tons in 1944 and by the 
end of the 3'car reached the vanishing point. 

By the middle of fiscal 1944 the Allied attack on shipping had so reduced 
the importation of raw materials that not only was a further rise of total 
output impossible, but the foundations of basic industry crumbled. The 
Japanese war economy disintegrated at its base, even though utilization of 
available stocks kept the end-product output at high levels for from three 
to nine months longer. By the beginning of 1945 most of the oil refineries 
were out of oil, the alumina plants out of bauxite, the steel mills lacking in 
ore and coke, and the munitions plants low in steel and aluminum. Thus the 
decline of Japan’s war-making powers started before her economy was sub- 
jected to the main weight of the bombing attack during the months of 
March to August 1945. It may be said that in large measure Japan's econ- 
omy was destroyed twice over, once by cutting off of imports and secondly 
by air attack. 

By 1945 the interdiction of shipping had so reduced the food supply 
that a recommendation of the Foreign Ministry was adopted urging that 
“ the last shipping space should be set aside to the greatest possible extent 
for the importation of salt, cereals and soy beans, abandoning the former 
principle of having as the main import items iron ore, coal, pig iron and other 
non-ferrous metals.” It was carried out, as may be seen in Table 10, de- 
spite the desperate need for the industrial raw materials which were reduced. 

IVhen Suzuki became Pi-iiue Minister in the spring of 1945 he instructed 
the Chief Cabinet Secretai-y Sakomizu to make a study of Japan’s resources 
to see whether they were sufficient to continue the war. Sakomizu noted 
that available shipping was down to one million tons, that transportation 
was faced with insurmountable difficulties due to lack of fuel, insufficient 
manpower in cargo handling, shortage of local transportation, etc. He pre- 
dicted that railroad transportation would be confined to local areas after 
the middle of the year, that construction of steel ships could not be expected 
after June, that oil reserves were on the verge of exhaustion and that im- 

iir Dependence oj Japan on Continental Saw Materials, Research Bureau, Foreign 
Ministry, Tokyo, February 1, 1945. 
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TABLE 10 

Allocation of Shipping During the Last Months of the ar • 
(in metric tons) 


April 


Coal eOSADO 

61 .49^ 

Iron & Steel 75,200 

6.49i 

Non-ferrous metals — 73,400 

6 . 2 % 

Salt "4,000 

6.3% 

Cereals 194.900 

16.5% 

Miscellaneous 135,600 

13 « 

Total 1.178.600 

100 % 


* Material actually shiiiped. 
Source: Total Mobilizatiou Bureau. 


Muy June July 

467,900 268,398 277.728 

42.37c 31.27c 35.87c 

69800 27,744 17,771 

687c 3.27c 2 37c 

79,900 21.101 32826 

787c 2.47c 4.27c 

90.200 99,684 112,911 

8.17c 1187c 14.67c 

329.300 345.786 294.452 

29.77c 40.1% 38.07c 

70800 100,423 39,374 

6.4% 11.67c S.17c 

1.107.600 863.136 774.562 

100 7c lOO '/I lOO 7c 


:ioiir Mini-tiy. 


ports had ceased, that as a result of the decrease in shipping from the con- 
tinent the production of chemicals was falling at an alarming rate due to 
lack of salt and soda. He pointed out that inflation was at hand, the food 
position desperate and that 

there is a strong possibility that a considerable portion of the various 
industrial areas will have to suspend operation for lack of coal. 

He also stated; 

The question of wliether or not we can maintain communication with 
the continent will greatly depend upon the results of the Okinawa campaign. 
If the campaign turns out to our disadvantage, we cannot hope to maintain 
planned communication after .June.''* 

By the end of the Okinawa campaign .Japan’s economic system had been 
shattered. Production of munitions had been curtailed to less than half the 
wartime peak, a level which could not 'upixirt sustained military operations. 
The Naiy had been .^unk. Tlierc was no fuel for the air force, no aluminum 
for planes, little steel for war plants and insufficient food fur the whole 
population. The economic basis of Japanese resistance bad been destroyed. 
In July 1945, the last full month before surrender, electric power and coal 
consumption were both exactly 50 percent of the peak reached in 1944. 
Production efficiency had, however, declined and the overall industrial out- 


rrsSiLT'cy oj j\nlioiiiil lieiovirts, by ,8akuuiizu. H.. Chief Cabinet Seci'etary, Tokyo. 
June 10, 1945. The importance of thb .«tmly became apparent in the interrogation of 
Admiral Yonai: “The fir.«t concrete step taken with the idea of terminating the war 
was probably the instruction given to the Coordination Bureau within the Cabinet to 
make an investigation as to the present state of various war materials. As a result of 
that investigation the situation became more and more clear that continuation of the 
war was going to be difficult." rsSB.S Interrogation No. 379, Tokyo, November 17, 
1945. 
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put was approximately 40 percent of the 1944 peak. Serviceable merchant 
tonnage was a little over 12 percent of the fleet with which Japan had begun 
the war. Output of airframes had fallen 56 percent from the 1944 peak; 
aircraft engines, 73 percent; merchant shipbuilding, 81 percent; army 
ordnance, 44 percent; and naval ordnance, 67 percent. Oil imports had 
ceased and oil refining had declined to less than 15 percent of the 1943 out- 
put. Primary aluminum production was only 9 percent of the 1944 peak. 
Explosives production was 45 percent of the 1944 figure but its basic ingre- 
dient, nitric acid, had declined to 17 percent of the 1944 flgure. 

In each one of these industries the immediate occasion for the decline 
appears to have been different. Electric power consumption fell, not be- 
cause more power was not available but because demand had declined. Coal 
supply was primarily limited by the decline in inter-island shipping from 
Hokkaido and Kyushu, and the inability of the railroad system completely 
to fill the gap. Airframe production was limited primarily by the continu- 
ing effects of the dispersal program brought on by bombing. Had the level 
of production been any higher, however, aluminum stocks would have been 
exhausted and aluminum would have been the controlling bottleneck. In 
any event, not enough aircraft engines were being produced to equip the 
airframes. Aircraft engine production was plagued by shortages of special 
steel. Even if the engines had been available, stocks of aviation gas were 
about exhausted. Shipbuilding and heavy ordnance production were limited 
by the lack of steel. Production of this was restricted by the drop in im- 
ports of coking coal and pig iron. In the case of oil refineries and aluminum 
plants, the cause was very simple. Imports of oil and bauxite had ceased. 
Explosives plants were using up inventories of nitric acid and would soon 
have had to adjust to the new low level of nitric acid production. It is to 
an exposition of such problems that the following two chapters will be de- 
voted. 

The last word may well be left to Lt. Gen. Kawabe, Deputy Chief of 
th&Army General Staff at the end of the war; 

If I were to try to say who was responsible, the Army or the Navy, for 
tlie final defeat, I would say it was mutual. They both didn’t have the 
power to carry out the war to a successful termination. I feel, looking back 
on it now, that had Japan been prepared for the eventuality of such a war 
on the scale of this one, then we might have had a better chance. The na- 
tional potential wouldn’t allow Japan to build up a military force adequate 
for a war on this scale, so the bold beginning at the outbreak of this war 
was just a very unfortunate thing.”’ 


IW /nterrojiaftons oj Japanese Officials, op. ciJ., No. 447, Tokyo, November 26, 194B. 



Chapter Three 

PILLARS OF THE ECONOMY 

Therefore, should there ever come a time when supplies of 
raw materials from overseas are cut off, we cannot but 
predict that the continuation of this modern war will be- 
come almost impossible . — Greater East Asia Mixisthy, 

1943.1 

At the outbreak of the war Japan was critically dependent upon imports 
of oil, coking coal, bauxite, rubber, nickel, tin, cobalt, cotton, lead, phos- 
phate, salt, graphite, potash, magnesite, food, and many ferro-alloys such 
as vanadium, molybdenum, chromium, etc. Seizure of the southern areas 
appeared to solve some of these requirements. But processing facilities in 
these areas were negligible.- Time and capital would be required to exploit 
them. And unless Japan could ward off obvious enemy retaliatory blows 
designed to capitalize on her greatest weakness, vulnerability to blockade, 
seizure of the southern areas would be just a hollow and ephemeral event, 
improving but little the basic weakness of Japan’s economy. Actually, be- 
cause of tremendous ship lo.'ses and inability to increase shipbuilding pro- 
portionately, the southern areas were important for only the first year and 
a half, too short a time for development work. After that the Japanese 
economy, with the possible exception of oil, was based on the continent and 
upon Japan proper, The contributions of the continent never came up to 
expectations. Resources proved less than the expansionist propaganda of 
the late thirties had indicated. Inadequate rail facilities made it difficult 
to bring resources to the coast and from mid-1944, due to the attack on 
shipping, only a small percentage of the material that reached the coast 
could be transported to Japan proper. Japan’s own ability to produce basic 
materials was completely inadequate to support a war against a major in- 
dustrial power. 

Japan was able to flex her muscles and feel strong in the late thirties for 
two basic reasons. In contemplation of war, output at home had been ex- 
panded in substantial degree. Coal production had risen from 27 to 56 
million metric tons per annum between 1931 and 1940; ingot steel output 
from 1.8 to 6.8 million tons over the same period. Oil-refining capacity in 

1 Quoted in Dependence of Japan on Continental Raw Materials, Research Bureau, 
Foreign Ministry, Tokyo. Februaiy 1945, p. 7. 

2 With the exception of oil-refining facilities. 


no 
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the home islands had been expanded until, just prior to Pearl Harbor, it was 
17 times that required to process domestic production of crude. A synthetic 
oil industry had been started. Electric generating capacity in the home 
islands had risen from 4.3 million kilowatts in 1930 to 9.4 million kilowatts 
in 1941. By 1940 organic high explosives production in Japan exceeded 
that in the United States. A variety of precautionary measures had been 
taken, such as the building up of stockpiles of iron and steel scrap, of 
bauxite, lead and of oil; the building of a tunnel between Kyushu and 
Honshu; some few attempts to make greater use of electric power to lessen 
dependence upon coal as in the case of zinc reduction plants built after 1935 
■which used the electrolytic method despite its higher cost. Heavy sub- 
sidies were paid to stimulate production of low-grade ores such as iron, 
copper, manganese, etc. 

Secondly, the Japanese had moved toward and felt they were achieving 
substantial self-sufficiency within the “Greater East Asia Co-prosperity 
Sphere." Particularly for propaganda purposes was this stressed and a 
large segment of the Japanese public came to believe it. One publication 
listed the " rate of self-sufficiency based on average conditions 1935-1937 ” 
at 2,285.6 percent for rubber, 1,361.1 percent for tin, 170.1 percent for sugar, 
100.6 percent for coal, 100.0 percent for iron ore, etc.® A more realistic 
private account * for 1936 was as follo'ws: 

Commodity 

Iron Ore 

Pig Iron 

Steel 

■ Scrap Iron 

Copper 

Lead 

Tin 

Zinc 

Bauxite 

Finished Aluminum 

Nickel 

Sulphuric Acid . . . 

Crude Oil 

Coal 

Crude Bubber 

Salt 

Phosphate rock . . . 

Eaw cotton 

Many of Japan’s leaders had deep-rooted within them that special feel- 
ing of vulnerability to blockade to which a dependent island people are ever 

t Orient Yearbook, 19W, p. 359. These fantastic figures were supposedly based on 
annual output in the “ co-prosperity sphere ” in relation to annual consumption in the 
area. 

* Japan’s Dependence on Imports, Special Study No. 28, Mitsubishi Keisai Kenkyu 
Kyoku (in Japanese), Tokyo, January 1938, p. 11. 


Percent Self-Sufficient 

19.7 

93.8 
62.2 

63.2 

8.2 

28.8 
389 

40.6 

u.i 

209 

90.9 

3li 

12.0 
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Bubject. Several members of the Jushin (the elder statesmen) warned the 
Emperor, in the fall of 1941, of Japan’s acute dependence upon imports of 
coal, oil, iron ore, bauxite, food, etc., and of the weakness of Japan’s ship- 
ping position.® The Cabinet Planning Board in its estimate of Japan’s 
strength as of December 1941 declared, 

In a greatly changing world situation, the policy adopted by the Japa- 
nese Empire is to attain a position of self-sufficiency based upon national 
strength which it can independently maintain 

and then noted a number of “scarce items preventing complete self- 
sufficiency,” including oil, the supply of w'hich would have to come largely 
from the JJetherlands East Indies, iron ore, of which it stated, “ require- 
ments could be supplied from Japan, Manchuria. China (including Hainan 
Island) and French Indochina." Of nickel it declared, 

... the shortage is great and there are no measures for obtaining supplies 
within our sphere of influence. It must be obtained from occupied terri- 
tories in the south. 

On crude rubber, 

On the basis of an economic agreement, the amount expected from Thai- 
land and French Indochina is 45,000 tons. Domestic requirements are 65,- 
000 tons and the amount on hand is less than 500 tons. Unless the amount 
procured from French Indochina and Thailand is increased, or a supply of 
over 20,000 tons is secured from the Netherlands East Indies, the shortage 
will have a great effect upon domestic industry and especially upon the 
progress of military preparations. 

On tin. 

Unless a supply of about 10,000 tons annually is procured from Thailand 
and French Indochina, not only would it be impossible to meet national re- 
quirements, but even peacetime military preparations would come to a 
standstill. After two years of war present stockpiles would be completely 
depleted. 

On copper. 

Supplies on hand will soon be cut in half if the present trend continues. 
Thus it will be necessary to develop sources in the Philippines for supplies 
of copper. 

On lead. 

If the present situation continues, the supply will be halved. If more 
lead can be obtained from Burma, the supply will be sufficient. 

On cobalt, “ It must be procured entirely from the Netherlands East Indies.” 
Manganese, tungsten, molybdenum, antimony, mercury, bauxite, mica, salt 
and rice were in turn reviewed. Though the warning of the report was clear 
it hedged in its conclusion, declaring; 


^Japans Struggle to End the War, USSBS, Washington, July 1946, p. 10. 



PILLARS OF THE ECOSOMY 


113 


However, because of extreme difficulty in obtaining complete data and 
because of the many complicated and unpredictable factors in the changing 
material resources situation, an estimate of the actual stren^h of the Em- 
pire is not a simple malter. Thus, it is a dangerous practice to translate 
national strength into mathematical terms and use them without hesitation 
as the criteria in deciding on war or peace.® 

The economic motive for the drive to the south (compared to an attack 
on Russian Siberia, which some obsen-ers at the time thought Japan would 
undertake) is apparent. The degree to which Japan was able to exploit the 
resources acquired and the detailed impact of their subsequent loss, the fol- 
lowing pages will attempt to recount. A general conclusion in broad terms 
may be ventured here. When such basic pillars of industrial production, as 
oil, coking coal, iron ore, bauxite, etc., wore sapped by tlic ever- enveloping 
blockade, Japan had lost the war. The fighting might continue for a little 
while, but the ultimate debacle was inevitable. The growing lack of vital 
materials brought even the most ingenious of Japanese planners to despair. 

The blockade struck at the Japanese economy from a thou.sand places 
all at the same time. Grapliite for electrodes for electric furnaces became 
unobtainable. This, plus the shortage of ferro-alloys such as nickel, tung- 
sten, chromium, etc., reduced the quantity and quality of special steels. As 
a result aircraft engine output was limited and this in turn restricted fin- 
ished plane production. Lack of oil limited pilot training and naval ship 
operations. Rubber for tires was reserved for aircraft use and otherwise 
serviceable vehicles were laid up. Local transportation breakdowns re- 
sulted. Deep sea fishing was abandoned and imports of salt and phosphates 
were cut. As a result fertilizer supplies were reduced sharply. Rice ship- 
ments from the south dropped. The shortage of food reduced the miners' 
efficiency and output of coal fell. Lack of coal caused a decline in cement 
output and airfield and defense installations suffered. The decline in im- 
ports of coking coal and iron ore cut steel output. Less steel meant less 
maintenance in coal mines and, as coal output dropped, chemical produc- 
tion, particularly of coal tar derivatives used for c.xplosives production, de- 
clined. More ammonia had to be used for nitric acid production and less 
for ammonium sulphate output. Fertilizer output dropped further. Short- 
age of food led workers to forage for it in the countryside and absenteeism 
rose and efficiency declined. The copper shortage led to substitution of 
aluminum for it in some uses until bauxite imports fell and therefore alumi- 
num could no longer be diverted. Then steel was substituted for copper, 
in shell casings for example, but when steel output declined, production of 
ammunition had to be reduced. The list of illustrations and the chain of 
relationships might be continued almost endlessly. In 1944-45 Japan seemed 
to be short of everything. While the basic cause of Japan’s defeat was the 

^Estimate oj Japa?ts National Strength at the Outbreak oj the Greater East Jisfa 
War, Cabinet Planning Board, Tokyo, December 1941, p. 14. 
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failure of her war plan, the failure of her gamble on a short war and the 
resultant necessity of having to pit her pigmy economy in a prolonged con- 
test against a vastly superior economic power, the blockade heightened the 
disparity and brought Japan to the economic breaking point. The air at- 
tack persuaded her leaders to recognize the facts. 

Steel 

The most fundamental limiting factor in the Japanese war economy was 
the very low iron and steel production. Throughout the war the shipbuild- 
ing and munitions prograim had to be tailored to fit this output. In the late 
thirties, when an expanded naval shipbuilding program was undertaken, it 
was necessary to curtail merchant shipbuilding because Japan did not have 
the steel for both. Late in the war when merchant shipping became the 
desperate need, increased production of merchant ships could be accom- 
plished only at the expense of curtailing steel for naval ships and cutting 
maintenance and replacement supplies even for essential industries. To 
increase aircraft ordnance it was necessary to curtail output of heavy artil- 
lery and armored vehicles. !Miich of the administrative difiiculty, service 
rivalry and bickering arose from the necessity of allocating an inadequate 
supply of steel to a variety of pressing and essential demands. From the 
standpoint of war needs, most were deson’ing, vital and legitimate, but all 
could not be filled, Japanese steel output at its peak was only a thirteentb 
of United States production. 

The basic weakness of the steel industry of the thirties, aside from its 
size, as Japanese war planners were well aware, was its great dependence 
upon imported raw materials. Iron ore, high-quality coking coal, scrap 
iron and steel, and ferro-alloy ores were ail largely obtained from abroad. 
In 1937, when finished steel output totaled five million tons,^ 84 percent of 
the iron ore consumed was imported. Domestic production was small and 
poor in quality. Of the scrap iron and steel consumed in 1937, 55 percent 
was imported. Only small quantities of Hokkaido coal were suitable for 
coking alone. Japan was dependent upon imports of substantial quantities 
of high-grade coking coal from North China, for steel production. Satisfac- 
tory coke was produced by using a mixture of 70 percent domestic and 30 
percent imported coal. To produce her special steels Japan had to import 
nickel from Britain, Canada, the Celebes, New Caledonia, etc., tungsten 
from China, South America, Thailand, cobalt from Burma, molybdenum 
and vanadium from the United States and Peru, chromium from the Philip- 
pines, and manganese from India. Reflecting this dependence upon imports, 
most of Japan’s steel plants were located on the sea coast. 

Thus Japan was highly vulnerable to economic strangulation by block- 
ade. Her leaders were well aware of this and efforts were directed toward 


Metric tone will be used throughout this chapter unless otherwise specified. 
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decreasing the dependence upon foreign materials as well as at increasing 
production. Ironically, the effort in one direction only resulted in even 
greater dependence on water-borne transportation. To free herself from 
dependence on scrap imports, Japan had to increase her imports of iron ore. 
To produce the equivalent in pig iron of one ton of imported scrap required 
from two to three tons of iron ore and coking coal imports. The United 
States effort to contain Japan’s ambitions began with the scrap embargo of 
October 1940 and the attack continued on this vulnerable and vital economic 
sector by submarine, plane, surface bombardment and mining warfare 
against shipping as the screws of the blockade pinched tighter, until finally 
in 1945, with steel output whittled down to an annual rate of less than 1.5 
million tons, Japan was forced to abandon virtually all imports except food 
and salt. Japan’s steel industi^ could be, and was, staiwed to death and 
war production came tumbling down with it. 

Japanese plana to decrease the vulnerability of her steel industry looked 
to increased production of domestic iron ore to lessen dependence upon im- 
ports; to the shifting of import sources from potential enemies to regions 
within her growing sphere of influence; to the substitution of pig iron for 
scrap in steel making and to the building of large stockpiles of iron ore, 
scrap, manganese and other ferro-alloys. In addition, a five-year plan look- 
ing to the expansion of pig iron, ingot and finished steel output in Japan 
proper, Korea, Manchuria and China was undertaken. 

In spite of her desperate attempts to become self-sufficient in iron ore, 
even at high costs, domestic production of iron ore exceeded imports only 
in 1944, partially because imports had fallen off sharply. From January 1, 
1925, to January 1, 1946, the home islands produced approximately 19.8 
million metric tons of iron ore. Over the same period approximately 56.7 
million tons were imported. The iron and steel industry thus had available 
76.5 million tons for these years of which imported ores constituted 74 per- 
cent and domestic ores 26 percent. Production of domestic ores began to 
rise from 1939 as Japanese war moves increased. Before 1939 domestic 
ores comprised 13 percent and imported ores 87 percent of the total ores 
obtained. From 1939 to the end of World War II, domestic ores comprised 
about 37 percent and imported ores about 63 percent of the total available.® 
Most Japanese mines wei'e small, the ore was low-grade and had to be bene- 
ficiated by concentration or sintering before use in the blast furnace.® The 


®/ron Ore Resources of Japan, Kalural Rr’?our(*C5 Section. SCAP-GHQ Report No. 
69, Tokyo, Februaiy 26, 1947, p. 9. 

®By beneficiation is meant any treatment by which t)ie raw materials, iron oxides 
(ore), etc., coke and limestone are rendered more suitable for use in the blast furnace, 
and includes improrement in physical form and properties as well as chemical purity. 
Hal'd oi'es must be crushed, fines must be sintered, large lumps excluded, and lean ores 
concentrated to a standard iron content. BeneBciating consists of diying, crushing, 
screening, washing, sintering, etc. Sintering is a method of converting Bne ores or flue 
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Fe content of domestic ores was mueb lower than that of imported ores. 
In addition, the percent of domestic iron sand used to obtain ore rose from 
2.7 percent in the 1925-38 period to 15.3 percent from 1939-45. Iron sand 
had the lowest Fe content and the additional disadvantage of a high ti- 
tanium content,^® which was difficult to remove. 

The contrast between the iron content of imported ores and that of 
domestically-mined ores in Japan over the period 1937-45 may be seen in 
the following table, which shows both total ore produced or imported and 
the iron content in thousand metric tons. 


Fiscal Domestic Ore hou Oic honCoulcht Total 

year Production Content Imports oj Imports Iron Content 

1937 632 301 3,313 2,007 2.308 

1938 800 378 3,212 1,939 2,317 

1939 962 139 4,949 2.988 3,427 

1940 1229 364 5.129 3,095 3,659 

1941 1.614 745 5,058 3,021 3,766 

1942 2.532 1,179 4,880 2,911 4,090 

1943 3.057 1,439 3,666 2.147 3 606 

1944 4,367 1.911 1,668 925 2636 

1945* 837 394 144 67 461 


♦First quarter. 

Source: Iron and Steel Control Association. 

Thus it is apparent that the total iron content available to the Japanese 
from imports and domestic production reached a peak in 1942 and declined 
thereafter despite the sharp increase in domestic production of low-grade 
ores. The mining of such ores was a considerable burden upon both man- 
power and transportation. Generally the small mines used during the war 
were in remote and almost inaccessible places. 

There was also a material change in the source of iron ore imports, as 
the Japanese attempted to free themselves of dependence on hostile sources. 
Prior to the imposition of the embargo, Malaya and the Philippines were 
the principal suppliers. In 1937 they' supplied 51 percent of total iron ore 
imports; Korea, Manchuria and China together supplied 21 percent, and 
other countries provided 28 percent. By 1940 Malaya and the Philippines 
were supplying 57 percent, but the share provided by China, Manchuria 
and Korea had risen to 29 percent and that of other countries had fallen to 
14 percent. With the imposition of the embargo in 1941 China (including 
Hainan Island) became the largest supplier, providing 50 percent in 1941 
and 88 percent of total imports in 1943. Iron ore imports from China rose 
from approximately a million tons in 1940 to nearly four million in 1942. 

dusts into a porous clinker which can be easily smelted. The ores are agglomerated 
or fused into nodules or blocks. See The Making, Shaping and Treating of Steel by 
Camp, J. M., and Francis, G. B., United States Steel, Pittsburgh, October 1941, p. 279 
el seq. See also Iron and Steel, by Tiemann, H. P.. New York, 1933, pp. 48-49. 

i«For an account of the troubles of companies mining and smelting iron sand, see 
Oriental Economist, August 1942, pp, 381-84. 
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Though Japan broke the impact of tlie embargo by seizing the Philippines 
and Malaya, she was never able to exploit their iron ore resources, nor would 
she have had the shipping to carry their output plus Chinese production to 
the home islands, While Malaya and the Philippines had supplied almost 
three million tons of ore in 1940, Japan obtained only 118,000 tons from 
them in 1942 and 169,000 tons in 1943. In 1944 imports from these sources 
were only 23,000 tons. 

After Guadalcanal, when shipping became scarce and the Japanese took 
stock of their position, they detei-mined to exploit the low-grade Mozan 
mines in northeastern Korea, since this would require a minimum of trans- 
portation and could move across the relatively safe Japan Sea. They were 
moderately successful in this step and imports of iron ore from Korea rose 
from 235,000 ton= in 1943 to 610,000 tons in 1944. Whereas in 1943 Korea 
supplied 7 and China 88 percent of Japan's iron ore imports, in 1944 the 
Korean share rose to 37 percent and the Chinese fell to 61 percent. The 
400,000-ton increase in supplies from Korea did not, however, counter- 
balance the 2.230,000-ton decline in iron ore imports from China between 
1943 and 1944. Such imports dropped from an average of 374,000 tons per 
month in the Januni'y-June 1943 period to only 37,000, or to less than 10 
percent, in December 1944. Furthermore, Chinese ore had a 60 percent Fe 
content, whereas Korean ore at its best reached 54 percent. (Malayan ore 
had an Fe content of 63 percent, Philippine ore 60 percent and average 
home island ore 45 percent.) Late in 1944, however, stocks of iron ore at 
the mines and at loading points on the mainland had piled up so that prac- 
tically all further mining operations were abandoned. The important Tayeh 
and Maanshan iron district.^ on the Yangtze River ceased all operations 
after February 1945, by which time well o\-er 1,000,000 tons of ore had 
accumulated at river landing,--. Manchuria never provided more than 4 per- 
cent of Japan’s iron ore imports, though she met her own demands largely 
by production in the Anshan district. The widely-publicized development 
at Tungpientao, whore there were supposed to be large deposits of high- 
grade iron ore and coking coal readily available, proved a great disappoint- 
ment to the JapaiiC'C. The deposits turned out to be scattered, difficult to 
mine and not as rich as thought; as a result work was allowed to lapse. 

Forced dependence in 1945 on domestic low-grade ore and coking coal, 
most of which came from Hokkaido, added to Japan’s transportation head- 
ache. Transportation between Hokkaido and Honshu was a bottleneck even 
before carrier-based aircraft destroyed the rail ferries in 1945. The already 
overloaded railroads of Honshu were in no position to move 700,000 addi- 
tional tons of iron ore and 1.2 million additional tons of Hokkaido coal 
hundreds of miles to the idle blast furnaces in central Honshu and northern 
Kyushu. The carrier strike therefore materially reduced Japan’s chances of 
using even her inadequate domestic resources of iron ore. 
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The use of ores of lower iron content and resultant heavier silicon and 
sulphur content (especially pyritc sinters) greatly increased slagging re- 
quirements in the blast furnaces. For example, at Yawata, slag produced 
per ton of iron rose from 750 kg. in April 1944 to 1,230 kg. a year later. It 
also increased the residual quantities of silicon and sulphur in the iron, be- 
cause of the shortage of manganese. The silicon content of pig iron, at 
Hirohata, the largest new plant in Japan, averaged 0.92 percent in April 
1944, but by February 1945 the average had risen to 2.15 percent and by 
August to 4.96 percent, an intolerable level for normal steel production. The 
impact on the quality of the steel produced will be discussed later. 

In June 1936 the government ordered various steel plants to accumulate 
stockpiles, over and above normal requirements of iron ore, scrap, and pig. 
Yawata, for example, was ordered to accumulate a stockpile of 3 million 
tons of iron ore and 115,000 ton- of mangane.^e ore. The total iron ore 
stockpile reached a peak of 4.2 million tons in 1938 and then was drawn 
down to 2.6 million tons by the end of 1941. The confidence of the early 
years, which induced the Japane-ic to permit themselves the luxury of stiff- 
ening finished steel specifications during 1942, resulted in further rapid 
declines in the stockpile during 1942 and 1943. By the end of 1942 the total 
had declined to 1.3 million tons and by the end of 1943 to only 792,000 tons. 
Thus in the first year of the Pacific War the Japanese used up one-half, or 
1,3 million tons, of their initial stockpile. In the second year of the war 
they cut consumption to some 600,000 tons, or about 50 percent of the previ- 
ous year-end stockpile total. During 1944, however, they utilized only 120,- 
000 tons and at the beginning of 1945 they still bad 672,000 tons. Thus in 
the early years when imports were ample they used the stockpile freely but 
when imports began to drop sharply they began to hoard the small remain- 
ing stocks. 

The same was true of the >crap position. Imports and stockpiles both 
reached a peak in 1939 when imports totaled 2.5 million ton= and the stock- 
pile reached 5.8 million tons, as may be seen in Table 11. Imports were 


TABLE J1 

SCH.W Iron .ind Steel Supply, Consumption, and Siockpili s. Jipin Proper, 1937-45 
(in Ihousands of metric tons) 


Fiscal 

Year 

Imports 

1937 

. 2420 

1938 

. 1358 

1939 

. 2555 

1940 

. 1391 

1941 

203 

1942 

39 

1943 

25 

1944 

74 

1945 

1 


Domestic 

Finchasea 

1100 

1100 

890 

871 

1022 

1251 

1292 

1317 

175 


Scl/- 

Qcneiatcd 

Total 

Commnp- 

tlOH 

Balance 

Stock- 

piles 

1894 

5414 

4394 

1020 

4509 

2119 

4577 

4265 

312 

4821 

2185 

5630 

4660 

970 

5791 

2064 

4326 

4405 

- 79 

5712 

2018 

3243 

4487 

-1244 

4468 

2118 

3408 

4777 

-1369 

3099 

2296 

3613 

5275 

-1662 

1437 

1766 

3167 

4145 

- 988 

449 

251 

427 

568 

- 141 

308 


Source: Japan Iron and Steel Control Association (Tekko Tosei Kai). 
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50 percent less in 1940 and in 1941 were less than 10 percent of the 1939 
figure. During the war they fell to negligible levels. In 1941, 1942 and 
1943 the Japanese drew upon stockpiles to an increasing extent, as the “ bal- 
ance” column in Table 11 shows. In 1944 they grew cautious and con- 
sumption was curtailed materially. By 1945 they had only a mere 308,000 
tons left, and their ability to obtain more at home had collapsed in the 
chaos of early 1945. Thus the exhaustion of stockpiles and the cessation of 
imports descended upon the Japanese simultaneously. A wartime report 
lamented: 

Iron ore, which is the chief raw material of iron production in Japan, has 
hitherto been dependent upon overseas materials. In the fiscal years of 
1940-41, the main stress was laid upon ore from the Southern Areas, but in 
1942-43 the main stress was transfeiTcd to Chinese ore, and in 1944 Japa- 
nese ore became comparatively important. Year by year the source of ore 
supply has consistently diminished and stockpiles have evaporated. The 
ore in Japan is not of suitable quality. We are dependent upon Chinese ore 
from Likuo, Tayeh, Hainan Island, etc. for almost our whole supply. We 
must consider the storage of ore within the homeland by increased advanced 
imports of high gi'adc Chinese ore." 

Japan was also dependent upon North China for high-grade coking coal. 
In 1941 China supplied 96 percent of Japan’s imports of coking coal. Total 
imports reached a peak in 1942 of four million tons and declined steadily 
thereafter. (See Table 12.) Receipts in 1944 were only 35 percent of the 
1942 figure; by the first quarter of 1946 they had dwindled to 14 percent 
and toward the end they fell away to nothing. Dmdng the first six months 
of 1945 they totaled only 134,000 tons or 6 percent of the amount in the 
comparable 1942 period. To counter the downward trend in 1944, Japanese 


TABLE 12 


CoKixci Co.AL Imports to Japan Proper, 1940-15 


Fiscal 

Year 

1940 

1941 

1942 

1943 

1944— Total 

I 

II 

III 

IV 

1945- 1 

II 

Source : Japan Iron and Steel Control Association. 


Thousands oj 
Metric Tons 
3,316 
3,417 
4,025 
2,939 
1,435 
497 
420 
317 
201 
116 
18 


planners attempted to use the caking coal from the Ulishan deposits in 
northeast Manchuria. To replace water-borne shipments from North 


t-l Dependence oj Japan upon Continental Raw Materials, Research Bureau, 
Foreign Ministry, Tokyo, Pebmaiy 1945, p. 11. 
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China to both Anshan steel mills and to those in Japan proper, Mishan coal 
would move by rail to Anshan and the shipments to Japan would be moved 
from Rashin and Seishin in Korea across the Japan Sea to Hokkaido and 
Honshu. This would cut the water haul considerably and route it through 
safer waters. Imports to Japan proper increased from 5,000 tons in 1943 to 
124,000 tons in 1944, which was, however, only 10 percent of what was ob- 
tained from North China in 1944.*“ The 119,000 ton increase in imports 
from ^lanchuria could hardly offset the 1.3 million ton decline in imports 
from China. The severity of ship sinkings in 1944 forced the Japanese to 
attempt to route coal shipments from China via rail through Manchuria to 
Korean ports but the limited capacity of the railroads proved almost as re- 
tarding a factor as the ship losses.** Of the 134,000 tons of coking coal 
which were imported during the first half of 1945, 93,000 tons came from 
North China and 41,000 from Manchuria. The loss of North China coking 
coal forced the use of Hokkaido coking coal. Only one plant in Japan, the 
Wanishi plant of the Japan Iron Manufacturing Company in Hokkaido, suc- 
ceeded in becoming self-sufficient, using domestic coking coal and iron ore. 
All the Mishan coal from Manchuria was routed to the Kamaishi plant, of 
the same company, located on the northeastern coast of Honshu. These two 
plants accounted for 40 percent of the remaining pig iron production in 
Japan proper during the first quarter of fiscal 1945. Their output, expressed 
as a percentage of production to capacity compared to the national average, 
in June 1945, before they were subjected to severe naval surface bombard- 
ment (neither had been bombed from the air), was as follows: 



Coke 

Pig Iron 

Open-Hearth Ingots 

Polled Steel 

National average . . 

... 27 

32 ' 

17 

19 

Kamaishi plant 

36 

3S 

42 

S3 

Wanishi plant 

.. 33 

31 

10 

20 


Although tVanishi had an ample supply of coking coal, the quality was 
so poor that its output of pig iron was no higher than the national average 
of plants using various combinations of domestic and imported coking coal. 
The quality of its pig iron was so poor, however, that a large percentage 
could not be used at the neighboring steel works and armament plant at 
Muroran. Manchurian and domestic coking coals were weaker in coking 

*-C'ol-e hi Japan, Picliniinaiy Study ?Co. 2, Natuial Resources Section, SCAP- 
GHQ, Tokyo, November 1916, p. 7. 

1* The problem had been recognised prior to the beginning of the Pacific War but 
nothing had been done about it. Okabe, writing in Sozo in December 1940, declared: 
“The most difficult problem we must tackle in exploiting coal resources in North China 
is undoubtedly the e.xpansion and consummation of traffic facilities from the minee. 
There are some mines in the interitr which are obliged to curtail production simply 
because of lack of freight cars. First of all railway services must be expanded and im- 
proved.” “Development of Collieries and Iron JJeposits in North China,” by Okabe, 
Masao, Sozo, December 1940, p. 17. 
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power and higher in ash than Chinese coal. At Yawata, for example, the 
ash content of the metallurgical coke rose from about 19.7 percent in April 
1944 to about 23 percent in April 1945, when the admixture of Chinese coal 
had declined to 9 percent. The ratio of coke consumed per ton of pig iron 
became greater and thereby lowered smelting capacity. At Yawata the ratio 
increased from 1.0 in 1942 to 1.3 in 1945. The poorer coke carried further 
sulphur to the iron already too high in sulphur content because of low-grade 
ore.^* 

When it became apparent to the Japanese after the first year of the 
war, that scrap imports would have to be replaced by iron ore and coking 
coal imports, which would take much more shipping than the scrap had re- 
quired, they hit upon a plan of conserx'ing shipping by utilizing the raw 
materials at their source and im)X)rting the resultant product, pig iron. It 
was estimated that the pig iron would require about a third of the tonnage 
that the ingredients necessary to produce it required. To secure this savings 
the government, in December 1942, decided to build about 160 small-type 
blast furnaces with a total rated capacity of one million tons a year in 
China, Inner Mongolia, Korea, etc., close to the sources of raw materials. 
So enthusiastic did they become about the small blast-furnace idea that 
they decided to extend it to Japan proper.*^ The furnaces were to be mass- 
produced with a minimum of scarce materials; they were to be simple in de- 
sign and easily installed; operation was to be very simple, so much so that 
almost the whole operation could be carried out by unskilled labor. After 
the war the Japanese were reluctant to talk about the scheme because almost 
everything went wrong. U.S. experts have held that technologically the de- 
sign hardly surpassed early eighteenth centuiy occidental practice and that 
in relation to output and materials consumed, the small blast furnaces were 
far less economical than large furnaces.*® Fujihara, who as head of the 
Sangyo Setsuhi Eidan at the time had the unenviable job of constructing the 
' furnaces, stated that he had protcsteil the whole plan but had been over- 
ruled. He placed the blame on the Army, stating that since the Navy 
supervised most of the largo steel plants at home, the Army had originated 
the idea in accordance with its own policy of achieving continental self- 
sufficiency. He stated that big plants had been considered but ruled out 
because they would take too long (two yeai’s) to build and would eat up too 
much scarce material.’* With considerable effort 117 furnaces with about 
730,000 tons of annual capacity were built by the end of 1944. Peak quar- 

Technologkal Problems in Iron Production in Japan During the TPar, Report 
submitted to TJSSDS by Iron and Steel Control Association, Tokyo. November 1945. 

16 “New Iron Manufacturing Processes.” Oriental Economist, .April 1943, p. 179. 

16 See USSBS, Coai and Metals in Japan’s Economy, Washington, April 1947, p. 69. 

11 See “Material Requirements in Constructing Blast Furnaces,” Iron and Steel 
Bureau, Ministry of Commerce and Indusfiy, Tokyo, October 2, 1942, pp. 14-15. 
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terly output reached 86.000 tons of pig iron. The life of the equipment, 
however, was short and the output of such poor quality that Japanese steel 
firms protested. They treated the iron as high-grade ore and passed it 
through theii' blast furnaces again. Labor and coke requirements at the 
small furnaces were out of all proportion to output and Toyoda, head of the 
Iron and Steel Control Association, testified that a number of key engineers 
were shipped to the continent to get the furnaces operating and were thus 
lost to the industry at home, which needed them badly Pig iron output 
in China, where most of the furnaces were located, rose from 5,000 tons in 
the second quarter of 1943 to a peak of 59,000 tons in the third quarter of 
fiscal 1944. Decline was rapid thereafter and before the end of the war 
many of the small blast furnaces in China had been abandoned. In Japan 
proper they served merely to spread meager resources thinner and prevent 
concentration at the largest, most efficient plants. Japan derived relatively 
little help from the plan. Home island production reached a peak of 4.3 
million tons in 1942 and even though capacity rose to 6.5 million tons in 
1944, output dropped to 2.6 million tons. The sharp drop brought output 
by the first quarter of 1945 down to an annual rate of 1.2 million tons and 
this could not have been sustained very long. Imports of pig iron to Japan 
proper reached a peak back in 1936 and although they increased in 1938 
and 1943 they never regained their pre-war level.^® There was no signifi- 
cant increase in imports from either Korea or Manchuria. Peak output in 
Manchuria wa« 1.7 million tons in 1943 and in Korea 556,000 tons in the 
same year.®’ 

Production of ferro-alloys in Japan reached a peak of 143,518 metric 
tons in 1940 and, although production approached this level in 1942, it never 
regained it during the war years despite intensive efforts to mine substitute 
low-grade ores at home to replace imports of high-grade ores from abroad 
upon which Japan was dependent. This was particularly serious in view of 
the growing demands for and production of special steels in Japan during 
the war. In contrast to total steel production, as we shall see, special steel 

i®The President of the Sumitomo Mining Company, after an inspection tour in 
North China, declared : “As to the small-size furnaces for iron manufacturing, we faced 
many problems. These small ones may offer temporary conveniences but the large ones 
certainly possess their proven advantage. Some years ago a simple method of iron 
manufacturing was introduced, but it was later found to be highly inefficient and was 
unable to replace the regidar furnaces. We found the efficiency of small size furnaces 
to be far less than we had imagined. We concluded that a thorough-going revision, of 
these furnaces must be made.” “North China’s Economy,” by Matsumura, Kiichi, 
Nippon Times, Tokyo, August 13, 1945, p. 2. 

'”806 Chart in Summation oj Non-ifilitaiy Activities in Japan, SCAP-GHQ, No. 
5. February 1946, p, 53. 

^See “Increased Metal Output in Chosen and Manchukuo,” Oriental Sconomisi, 
August 1944, p. 333. 
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reached a peak in 1944 but due to lack of proper ferro-alloys much of it 
was not the high grade necessary for aircraft, chemical and ship production. 
The two principal uses of ferro-alloys were as a deoxidizer in the removal 
of impurities and gases in the manufacture of ordinary steel and as alloys 
in the making of special steels. Because of the urgent need for iron and 
steel during the war, all blast furnace capacity was confined to steel, leaving 
ferro-alloy production to the electric furnaces. Standard specifications were 
relaxed twice. Known as the Japanese Engineering Standard, they had been 
first established in December 1937. As steel production increased, the use 
of ferro-alloys increased proportionately, but because of the growing short- 
age of high-grade ores, maintaining both high standards and ferro-alloy 
tonnage became more and more difficult and, when the embargo hit Japan 
in the summer of 1941, some of the standard specifications were revised 
downward on specific metal content and upward on the allowable limits for 
impurities. The new specifications were known as “ Temporary Standard.” 
With the cessation of imports, even from the continent, in late 1944, and the 
high output of sficcial steel that year, standards were again relaxed. On 
December 28, 1944, tlic '' Convenient Standard " was established.-^ 

The principal ferro-alloys used were ferro-manganese, ferro-silicon, and 
ferro-chrome, in that order and, in addition, ferro-tungsten, ferro- vanadium, 
ferro-raolybdenum, ferro-phosphorus and ferro-zireonium. Ferro-nickel 
and ferro-titanium were little used. Metallic nickel was used for nickel 
steels when available. The supply of silicous materials was adequate in the 
home islands; chromium, moderate; manganese, poor; tungsten, slight; 
nickel, vanadium, molybdenum, cobalt, etc., extremely small. 

The story of manganese was a remarkable example of wartime develop- 
ment of low-grade ore pioduction. Prior to the beginning of the Pacific 
War, Japan obtained most of her high-grade manganese ore from India and 
in the late thirties to a lesser extent from the Philippines. In 1939, for 
example, imports totaled 173,500 tons, of which 150,000 tons came from 
India and the remainder from the Philippine.'s. In 1942 and 1943 Japan con- 
tinued to obtain 20,000 tons annually from the Philippines but the flow 
ceased at the end of 1943. Thereafter Japan had to depend wholly on her 
own resources. Production of low-grade (31 percent) manganese ore in 
Japan proper rose from 67.000 tons in 1936 to 162,000 in 1940 and then to 
400,000 tons in 1944. From 1942 on, however, the grade of the ore fell so 
low and the difficulties in handling it became so great, that output of the 
alloy declined, In addition, because of the .severe winter in 1944 and diffi- 

For a detailed account of these staudaids and specifications, see Ferroalloy 
Metallurgy of Japan, Natural Resources Section, SCAP-GHQ, Report No. 02, Tokyo, 
December 5, 1946, pp. 12-13, and Tables 2, 3 and 4, pp. 42-43. 

Summation of Non-Military Activities in Japan, SCAP-GHQ, No. 4, Tokyo, 
January 1946, p. 100, and Vol. 5, Febniaiy 1946, pp. 106-07. 
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culties of transportation, stocks of ore accumulated in Hokkaido and could 
not be moved to Honshu. The shortage of manganese was felt in 1944 (de- 
spite peak ore production! with the sharp upsurge in electric steel output. 
Coming at the same time that low-grade ores with a high sulphur content 
were being used with poor coking coal, the combination rc-ulted in incom- 
plete desulphurization of steel. 

Peak output of ferro-silicon also came in 1940 and then dropped one- 
third by 1943. Output increased in 1944 but did not attain the 1940 level. 
The limiting factor in thi-" ca-e na= not the raw materials which were avail- 
able, but electric furnace capacity. Since production of ferro-silicon con- 
sumes more electric power than any other ferro-alloy, the many competing 
demands for limited electric iurnace capacity in 1944 restricted its output. 
Peak output of fcrro-chrome coincided with peak imports of high-grade 
chromium ore from the Philippine- of 50.000 tons in 1943. IVlien imports 
were reduced by 60 percent the following year the alloy output fell at a time 
when military needs for it intiea-ed.-* Ferro-tungsten output fell from its 
1940 peak but output was almost rc-tored in 1943. It fell sharply thereafter 
because of decline in import' of tungsten from China. Burma and Thailand 
and because the supply of tung-ten concentrates from domestic production 
was only about one-eighth of lequirements. Output of ferro-tung-ten in 
1944 was le«s than 50 percent of the 1943 level.-'^ 

Until 1934, when five ton- of molybdenum concintrates were made, 
Japan imported all of its molybdenum. By 1940 domestic production 
reached a peak of 407 metric tons of concentrates. Output of ferro- 
molybdenum increased from 21 ton= in 1931 to a peak of 1.802 tone in 1940 
and then fell off to 337 ton- in 1944 and to 85 tons in 1945. The decline 
after 1940 was simply dtie to a ce— ation of imports and inability of mines 
in Japanese-controlled aiea- to -iipply sufficient molybdenum concentrates 
to permit operation at capacity of Japan’s comparatively small facilities for 
processing.^^ 

Prior to the beginning of the Pacific War Japan obtained all her vana- 
dium from the United States and to a lesser extent from Peru. After PeajI 
Harbor the only imports 'lie succeeded in obtaining were 200 tons of vana- 
dium ore from ilanchuria in 1944. During the war .Japan attempted to use 
vanadium-bearing magnetite beach sands at Hachinohe, Aomori prefecture, 
but was not very succe-sful and output of ferro-vanadium dropped from a 
peak in 1940 to 25 percent of that level in 1944. Nickel steels were in great 

-S See Ckromile Resources of Japan, Natural Resourcea Section, SCAF-GHQ, Re- 
port No. 64, Tokyo, January 15, 1947. p. 5. 

^See Tungsten and Molybdenum Metallurgy in Japan, Natural Resources Section, 
SC.4P-GHQ, Report No. 61. Tokyo, November 30, 1946, p. 8. 

^•‘Molybdenum in Japan, Natural Rc=ourccs Section, SC.4P-GHQ Report No. 72, 
Tokyo, March 14, 1947, p. 7. 
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demand in the aircraft industry but sinee Japan had no nickel deposits of 
importance, severe shortages developed early in the war. She succeeded in 
obtaining some nickel concentrates from the Celebes during the war, the peak 
coming in 1943 with the im])ortation of 48.271 tons. The following year im- 
ports fell to one-^eventh this figure, and the shortage became most acute. 
Japan stepped up output of nickeliferous iron ore from 33,000 tons in 1937 
to 428,000 in 1944 but the nickel metal content at its peak in 1944 was a 
mere 2,527 tons.-“ 

Japan produced little or no cobalt before 1938, and imported cobalt 
chloride and special steels containing cobalt. Unrecorded small amounts of 
cobalt ore were imported in addition to 760 metric tons of ore from Canada 
in 1939-40. During the war only 200 metric tons were imported from 
Burma over the two years 1943-44. Production from four domestic mines 
began in 1938, but the ores were very low-grade, the hand-cobbed concen- 
trate ranging in Co content from 0.8 to 3.4 percent. Refinery production 
reached a maximum of only 90 tons in 1942 and declined thereafter.^' 

A Japanese estimate of the percentage of deoxidizing and alloying ele- 
ments available in Japan proper during the war years in relation to require- 
ments was as follows ; 


Percent oj Sequirements Available 

1940 1941 1942 1943 1944 1943 


Cobalt 50 20 10 6 5 5 

Nickel 80 30 20 10 10 10 

Tungsten 100 100 63 65 65 65 

Molybdenum 100 lOO 65 65 66 63 

Vanadium 100 100 70 60 60 60 

Chromium 100 100 90 70 70 70 

Manganese 100 100 100 100 70 70 

Silicon 100 100 100 100 72 70 


Source ; Special Steel Section, Iron and Steel Control Association. 


While this is admittedly a rough estimate, it was provided by those in 
the best position to know the facts. As a result of the growing shortages 
the alloy content of the special steels had to be lowered and less effective 
elements substituted for the scarcer ones. It was impossible to continue pro- 


-®See Summation of Non-Military Acliribes in Japan, SCAP-GHQ, No. 5, Tokyo, 
February 1946, p. lOS; also Nickel Deposite in Japan, Natural Resources Section, SCAP- 
GHQ, Report No. 57, Tokyo, September 30, 1946. The latter deciares: “ The Oya, Oka- 
shibetsu, Bihoro, and Horoman mines produced 83.353 metric tons of crude ore between 
1940 and 1945. After subtracting tonnages in stockpiles, a net total of 81.168 metric 
tons was available for concentrating. These mines actually shipped only 6,984 metric 
tons of concentrates, or about eight percent of the net total of available crude ore. 
This indites the e,\tremely low grade of the ore.” (p. 7.) A very detailed analysis will 
be found in Summary Report of Reftovrees oJ Nickel in Japan, by IGnoshita, Iv., pub- 
lication of the Society for the Promotion of Scientific Rescaroh, Tokyo, 1943. 

See Mineral Resources of Japan Proper, 1925-1943, a Preliminary Report. Natural 
Resources Section SCAP-GHQ. Rcirort No. 44. July 5. 1946. p. 48. 
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duction of high-speed steels formerly containing up to 16 percent cobalt. By 

1943 chrome-nickel stainless steel had to be made ivithout nickel and later 
it became necessary to reduce the chrome content to 13 percent. Structural 
steel, which normally contained molybdenum, had to be made without it, 
since molybdenum ran short and no substitute was available. The nickel 
content of gun-barrels, armor-plate, torpedo air-chambers, etc., had to be 
reduced sharply. Shipbuilding was hampered by low-quality plates which 
cracked under cold bending and performed badly in electric welding. 

The decline in the quantity of alloy steel and in the quality of that avail- 
able hit the aircraft industry particularly. It was the failure of supply of 
high-tensile strength alloy steels for engine production, landing gears, motor 
mounts and terminal fittings which presented the most critical aircraft pro- 
duction problems. It was the shortage of alloy steels which caused the de- 
cline in aircraft engine output from the spring of 1944 on and, as will be 
indicated in more detail in the following chapter, the shortage of engines 
was the limiting factor in aircraft output. Because of the strong cushioning 
effect of the high priorities assigned to special -teels for the aircraft engine 
and propeller industries, the shortages struck veiy suddenly and caused 
acute “ inspection " and production difficulties. A few examples of the 
changes at the Mitsubishi .Aircraft Company may serve to suffice. 

Critical shortages in cobalt, nickel and chromium in mid-1943 led to 
alterations in eleven specifications, in most cases involving the use of molyb- 
denum and tungsten as substitutes. In late 1943 molybdenum and tungsten 
supplies began to give out, and by May 1944 the decline was so acute that 
no fewer than twenty additional changes resulted. Supplies of silicon- 
chrome steel used in valve making became low in July 1944 and vanished 
in December. Supplies of Si-Cr-Mo steels were exhausted in November 

1944 and Cr-Mo steel in December 1944. As chromium became scarce, seri- 
ous efforts were made to use larger quantities of carbon steels. Late in 1944. 
carbon steel engine-parts (crankshaft, propeller shaft, connecting rods, and 
cylinder barrels) were tested for a 450-hor5cpower engine. The extent of 
this substitution of high-carbon steel for alloy steel is indicated by the in- 
creasing proportions of high-carbon to total special steel produced, from 30 
percent in 1941 to 52 percent in 1944.®* Tests were reported to have been 
undertaken on non-nickel heatrresisting steel for exhaust turbines and rocket 
turbines but these never reached the production stage. Lower engine per- 
formance, loss in planes through failure of engines and landing gears and 
a host of minor difficulties resulted from the deterioration of steel.®* 


®*The “Special Steel Supply and Demand Eegulations,” January 28, 1944, 
broadened the “special ateel" category to include high carbon steels toimerly termed 
“ordinary.” This classification change was in large part responsible for the large ap- 
parent increase in special steel output in 1944. 

®®See Corporation Report No. 1, Mitsubishi Heavy Industries Ltd., Aircraft Divi- 
flion, U8SBS, Washington, 1947, pp. 147 and 182. The report declared: “Shortages of 



PILLAHS OF THE ECONOMY 


127 


There were a number of ironies about the Japanese war effort as it re- 
lated to steel. It was a remarkable feat for the Japanese to double their 
ingot steel capacity between 1937 and 1944 (from 6.7 to 13.6 million tons) 
but had they ever dreamed that actual production in 1944 (5.9 million tons) 
would be only minutely above 1937 ingot steel output (5.8 million tons), 
they would certainly have checked their militarists and expansionists. It 
was ironic too that with all their expansion plans and subsidy measures and 
great efforts from 1937 on, steel output in the ensuing seven years rose far 
less (-(- 1.9 million tons from 1937 to peak 1943 production) than during 
the seven years preceding 1937 (-]- 4.0 million tons from 1931 to 1937) . It 
was also strange that, while they began by unbalancing the relationship-be- 
tween pig iron and finished steel capacity by fostering greater pig iron and 
less finished steel capacity on the continent and, conversely, less pig and 
more finished steel capacity in Japan proper, so that the continental pig iron 
would have to be shipped to Japan for fabrication and then, in keeping with 
traditional colonial theory, would either be sold at profit to the dependent 
areas or retained for the greater power of Japan, they ended by desperately 
dismantling some of their own finished steel plants and shipping them to the 
continent in order to maintain some finished steel production. 

The first five-year production expansion program ran from 1938 through 
1942. For steel, it involved expanding pig iron production threefold to 13.5 
million tons, ingot steel capacity by 126 percent to 16.9 million tons and 
finished steel by 85 percent to 13.5 million tons. As stated previously, con- 
tinental expansion of pig iron and home island expansion of steel output were 
stressed. The goal in 1942 in Manchuria was to be a 4,8 million ton pig 
capacity but only a 1.8 million ton finished steel capacity. In Japan, on 
the other hand, steel capacity was to be 4 million tons greater than pig iron. 
In 1944 pig iron capacity totaled 10.5 million tons (6.2 in Japan proper, 2.5 
in Manchuria, 1.0 in Korea, and 0.8 million tons in China), ingot capacity 
was 15.2 million tons (Japan proper 13.6, Manchuria 1.3, Korea 0.3), while 
finished steel capacity was 10.6 million tons (9.7 in Japan proper, 0.75 in 
Manchuria and 0,15 in Korea) Thus by 1944, though the 1942 goals had 
not been achieved, the Japanese had done well considering their involve- 

raw materials as they affected valve production can be divided into three phases. 
There was, first, a deterioration in steel due to use of substitutes in hardening alloys 
(mid-1943 to June 1944) causing reduction in production and a large build-up in parts 
held in the production line. Secondly there was a temporary rise in production through 
solution of problems in the use of substitutes and the consequent clearing of the pro- 
duction pipe line (July to December 1944). Thirdly, a drastic decline in production 
oocurred with the exhausting of special steel supplies (beginning in January 1945). 
The use of substitutes alone (first phase) was sufficient to play havoc with the Japa- 
nese aircraft industry because it struck at the heart of engine manufacture.” p. 290. 

>0 Summation oj Non-UUilary Activities in Japan, SCAP-GHQ, No. 1, Tokyo, Sep- 
tember-October 1945, p. 60. 
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ments. The lack of balance, however, is apparent. Japan proper had 59 
percent of the pig iron capacity but 89 jicrcent of the ingot capacity and 91 
percent of the finished steel capacity, while the continent had 41 percent of 
the pig iron capacity but only 11 percent of the ingot and 9 percent of the 
finished steel capacity. 

Now let us examine production. The pertinent statistics are presented 
in Table 13. Trom 1937 to 1941 pig iron production had grown by more 


TABLE 13 

Steel Peodlctjox. J.wax Propeb ixd J.ipaxese-Coxtrolldd Cox'tixexi m Akeas. 193745 
(in thousands of metric tons) 


Fiscal 

Year 

Japan 

Proper 

Conli- 

nent 

Total 

1937 

2,318 

1,037 

3^5a 

1941 

4,198 

1,759 

5,957 

1942 

4,306 

2.070 

6376 

1943 

3,813 

2.335 

6,148 

1944_Total . 

2.713 

1.899 

4,612 

I 

917 

a.a. 

n.a. 

II .... 

661 

n.a. 

n.a. 

Ill ... 

638 

n.a. 

na. 

IV ... 

494 

n.a. 

a.a. 

1945-1 

310 

n.a. 

na. 


Ingot S/eel Finished Steel 


Jaimn 

Conti- 

Total 

Japan 

Conti- 

Total 

Proper 

nent 

Proper 

nent 

5,798 

644 

6,442 

5,147 

483 

5.630 

6B37 

730 

7,567 

5,120 

445 

5365 

7.009 

995 

8,004 

5,166 

508 

5.674 

7,821 

1,017 

8,838 

5.609 

676 

6385 

5,911 

592 

6,503 

4,320 

332 

4,652 

1393 

250 

2.143 

1.429 

n.a. 

n.a. 

1.444 

116 

1.560 

1,051 

n.a. 

nA. 

1,470 

135 

1,605 

1,059 

n.a. 

n.a. 

1.104 

91 

1,195 

781 

n.a. 

n.a. 

803 

n.a. 

ii.a. 

492 

32 

524 


Note; Continent includes Korea, Manchuria. Kwantung Leased Tcrriloiy and Oc- 
cupied China. 

Source; Compiled from data of the Iron and Steel Control Association, 


than 80 percent but the output of ingot steel had increased by only 17 per- 
cent and production of finished steel was slightly smaller. Although pig 
iron production in 1941 was 72 percent of capacity, about the same as 1937, 
ingot steel output declined from 85 percent of capacity in 1937 to 64 percent 
in 1941. Thus by the beginning of the Pacific War there was growing excess 
capacity in the .lapanese steel industiw. This was partly due to two reasons. 
First, the increased pig iron output merely substituted for the imported 
scrap which had been cut off in 1941. Secondly, to operate the enlarged 
industry at full capacity would hai'e required imports of iron ore close to 
10 million tons, yet in 1941 the high-grade Malayan and Philippine ores had 
been denied the .Japanese and they only succeeded in bringing in slightly 
more than half of their requirements. Despite this, capacity was increased 
further during the Pacific War. This was due to the fact that some of the 
construction had been underway prior to Pearl Harbor and was only com- 
pleted later. It was also due to Japanese optimism during the first year 
that they would be able to consolidate their poation in the areas they had 
overrun and exploit the acquired resources. Coking capacity increased 19 
percent, pig iron capacity 7 percent, ingot steel capacity 27 percent, and 
rolling capacity 7 percent. 

Peak output, as may be seen in Table 13, came in 1943, with the excep- 
tion of pig iron which was highest in 1942. Several considerations are of 
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intDrest. While continental pig iron output was 61 percent of pig iron pro- 
duction in Japan proper, continental finished steel output was only 11 per- 
cent. Early in 1945, with steel production already very low and sinking at 
a drastic rate, the Japanese in desperation undertook to move a considerable 
amount of steel-making equipment to the continent, not to escape bombing 
but to reduce the burden of iron ore and coking coal imports on shipping. 
The most important single move was that of the Osaka plant of the Japan 
Iron Manufacturing Company to Seishin, Korea. The plant was completely 
dismantled in the spring of 1945. Part of the equipment reached Seishin, 
some was sunk, and at the end of the war some remained in crates at the 
old site waiting to be shipped. The Fuji plant of the same company was 
also dismantled to be shipped to Tangshan in Hopei province where one of 
the small blast furnaces had been erected. Other plants were scheduled for 
removal to Tungpientao and Anshan in Manchuria, as well as to Shihehing- 
shan near Pekin in North China. Because of shipping losses, however, no 
plant was ever completely transferred to the continent though some were 
in crates and others in the process of being dismantled when the war ended. 
So scarce was scrap toward the end that some plants were cannibalized in 
the last months.^’ 

Peak output came in 1943, tlie year before end-product production 
reached its peak. Even then, however, the industry in Japan proper wms 
operating at only 58 percent of ingot and finished steel capacity. In 1944 
output fell to 44 percent of capacity and at the production rate of the first 
quarter of 1945 was down to 21 percent. Output in the last quarter of 1944 
was down to 51 percent of production in the peak 1943 quarter, while in the 
first quarter of 1945 the figure fell to 32 percent.^- The decline in output 
added to the troubles over the quality of the products. Lower ratios of pro- 
duction to capacity for blast furnaces would have resulted in a poorer prod- 
uct even if the quality of the raw materials had not declined, as they had. 
As a result longer refining periods in the steel furnaces were required and 
this meant greater wear on progressively poorer quality refractories. By 
1944 most of the imported refractory materials and prefabricated linings 
had been used up and poor-grade Japanese substitutes were being used in- 
stead. As a result the life of the linings was reduced from 50 to 60 percent; 
open-hearth furnace cycles were extended from around 8 hours to 13-14 
hours per heat and the lieat consumption per ton of ingot produced was 
sharply increased. At Hirohata, for example, approximately 1.5 million 

Fujiharo, the second Munitions Minister, declared; "Tliey just did not have the 
materials here in Japan. Even it they concentrated on a few of the biggest plants, 
there still would not be enough raw materials to operate them at full capacity. The 
situation was veiy desperate so that they even took the machiiierj’ in some idle plants 
.and broke it up for scrap in order to get scrap for the steel industry. This happened 
just before the end of the war." 

Mineral Resources oj Japan, op. cU, pp. 82-83. 
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kilo-calories were required per ton of ingot steel in May 1944. By March 
1945 the figure had risen to 2.6 and by August to 3.4 kilo-calories. Numer- 
ous refractory failures resulted vs’hich shut down equipment, and the lower- 
grade less uniform steel which was produced, in turn, caused trouble for 
rolling mill equipment which was already strained because of poorer lubri- 
cants and less accurate bearings.^ As one Japanese official remarked, " In 
1944-45 everything wrong seemed to happen to us at the same time.” 

The pattern of steel consumption changed materially during the nine war 
years. During the China War period the bulk of the steel, though a declin- 
ing share, went to industrial construction and machinery uses as the pro- 
duction expansion program for the construction of new plant, machinery and 
industrial facilities was undertaken. As the following table shows, the per- 
centage allotted to “ civilian ” facilities, however, declined. 


Finished Steel Distribdtion, Japan Proper, 1937-45 
(in percent) 


Fiscal 

Year 

Army 

Ground 

Forces 

Savy 

Surjace 

Forces 

Merchant 

Ship^ 

bmlding 

Airforces 

(Combined) 

2ndtistrial F acilu 
ties, Construction, 
Machinery db 
Tools, RJi., etc. 

Total 

1937 .... 

4 

11 

6 

3 

76 

100 

1938 ... 

10 

11 

7 

5 

67 

100 

1939 ... 

11 

a 

6 

5 

67 

100 

1940 ... 

. 14 

la 

5 

7 

58 

100 

1941 ... 

19 

21 

7 

9 

44 

100 

1942 ... 

18 

22 

11 

10 

39 

100 

1943 ... 

. 21 

22 

17 

10 

30 

100 

1944 ... 

13 

22 

28 

20 

17 

100 

1945* .. 

IS 

20 

31 

19 

15 

100 


* First quarter oniy. 

Sources; Iron and Steel Control .4««ocialion; Japanese War, Navy, Munitions Ministrj'- 


The increased allotments to the Army and Navy during the China War 
period were used in part for the expansion of arsenals and productive facili- 
ties as well as for munitions, ordnance and ships. The meager allotment 
(actually declining between 1938 and 1940) to merchant shipbuilding was 
indicative of complete lack of realization of the need to strengthen what 
later was to become the largest single steel-consuming category. In 1942 
the total finished steel consumption was held to 4.8 million tons compared 
to 5.4 million consumed the previous year. Therefore the amount given to 
the Army was less than the one percent decrease w'ould indicate and the 
amount going to the Navy was smaller by 9,000 tons in 1942 than 1941. 
The military felt the war was won in 1942 and did not think they would 
require much more steel. The Army ground forces reached a peak of steel 
consumption in 1943 and then took a sharp cut in 1944 as aircraft demands 
for special steels increased sharply and as did the allotment to shipbuilding. 
The Navy received a steady percentage allotment for surface forces, 


See Technological Problems, op. cil., p. 12. 
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although the 22 percent in 1944; represented only 1.0 million tons as against 
1.2 million for the same percentage figure in 1943. This was due to the de- 
cline in total consumption (4.7 million tons) in 1944 as compared with 1943 
(5.5 million). The steady decline in the industrial allotment reflected not 
only the tapering off of construction and expansion hut the actual decline 
in maintenance and replacement allotments as many industries were starved 
to make the very limited overall supply of steel stretch to include expanded 
merchant shipping, air, and military uses. 

Late in the war a series of “ maintenance ” crises were reported — in 
petroleum in the fall of 1944, in coal in the winter of 1944-45, and in nitric 
acid in February 1945. Breakdowns of machinery became so frequent and 
so troublesome that a special “ machinery emergency '' allocation was finally 
provided in the 1945 allocation plan, but the amount nas so limited in rela- 
tion to the many demands that it proved of little value. The sharply in- 
creased allotment to aircraft in 1944 largely reflected the industry’s need for 
special steels to permit peak output.^^ By far, however, the overriding need 
in the last two years of the war was for steel for merchant ships. It was 
really this demand which broke the back of industry coming as it did at a 
time of sharply decreasing total steel output. Despite the increased allot- 
ments of 1944 and 1945, however, the shortage of steel was the major reason 
for cutting the projected shipbuilding program from 2.6 to 1.9 million GRT 
in 1944 and to only a planned 566,000 ton< in 1945®’ Shortages of steel 
throughout the war denied the shipyards sufficient stock to permit pre- 
fabrication. and delays and uncertainty of steel delivery, in the last year of 
the war. forced hand-to-mouth operations and greatly disrupted production 
schedules. 

The decline in Japan's steel-making power, and therefore in her ability 
to make war, was due to the impact of shipping losses on raw material sup- 
plies and not to air attack on =tccl plants or to the bombing of urban areas. 
The steel industry was selected as the first target system to be attacked 
when the air war advanced to Japan proper, China-based B-29’s delivered 
two attacks in June and August 1944 against the largest steel plant in Japan, 
the Yawata Works of the Japan Iron Manufacturing Company. Most of 
the damaged facilities were completely repaired within a week, the rest of 
the damaged installations, with the exception of some coke ovens, were back 

a* Special steel output rose to a peak of 1.181,000 tons in 1944. It was 27 percent 
of total steel output in that year compared to 9 percent m 1941, 12 percent in 1942, and 
15 percent in 1943. Due to the classification change, mentioned in footnote 28, half of 
the 1944 total consisted of high carbon steel not classified as “ special ” before 1944. 
Actually, therefore, special steel output was slightly less in 1944 in the restricted sense 
than in 1943. 

^Revised Material Mobilization Plan for 1944 and Preliminary Memorandum ore 
Material MobiUzalion for 194B, Total Mobiliiation Bureau, Munitions Ministry, Tokyo, 
June and December 1944. 
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in operation within a month. The Japane^e decided not to repair the coke 
ovens because there was excess coking capacity as a result of coal shortages. 
Production was not lost as a result of the raids but merely postponed be- 
cause in the October-December quarter, through the use of materials not 
consumed in the earlier quarter, production exceeded the allotted quotas by 
an amount greater than the losses during the bombing and damage repair 
period. A revaluation of American intelligence after these raids led to the 
conclusion that there was too much excess capacity in the steel industry to 
make attacks on steel plants profitable and when the Mariannas-based 
B-29’s were activated they turned to other targets. When the urban area 
attacks began, some -teel plant= were hit and there was some spill-over 
damage from raids on higher priority targets, but the Japanese did not even 
bother to repair the damage. Where they had the raw materials, they 
simply turned to other idle, unused capacity of which there was an abun- 
dance in 1945. Two tables in one bombing -urvey report prove this con- 
clusively by very evident statistics.*® The following table shows annual 
rated capacity in thousands of metric tons before and after attack: 

ApnlJAU September J 94 s 


Ingot Steel 13,614 11,696 

Finished Steel 10,388 9,799 


Since production in July 1945 was running at the rate of about a million 
tons a year, the Japanese still had a great deal of room to shift from dam- 
aged to undamaged capacity, if they had the materials. The second table 
presents an index (October-December 1944 = 100) of ingot steel production 
in all plants and in attacked plants in Japan proper: 

Allacbed plants All plants 

Oct.-Dcc. 1944 100 100 

Jan.-Mar. 1945 75 71 

Apr.-June 1945 55 54 

Another bombing survey report (|uite clearly stated : 

The few air attacks directed against steel plants had little effect on 
Japanese steel supply. With the exception of China based B-29 operations, 
the steel industry was subject to air attack only through transportation. 
The comparatively [221 tons] light ak bombardment of the Yawata plant 
by Twentieth Bomber Command in June 1944 caused only a negligible drop 
in production. Plant capacity, unused because of lack of raw materials, 
could be pressed into service to compensate for such bomb damage as was 
inflicted. . . . Mariannas based B-29's did not specifically attack Japanese 
steel plants, although the incendiarj' campaign against urban areas included 
attacks on all principal steel manufacturing centers from Tokyo south. By 
the time these occurred, however, steel manufacturing operations had been 
so restricted by lack of raw materials that what little steel production re- 
mained was not materially affected.*^ 

*'* USSBS, Coal and Metals in Japon's Economy, op. dt., p. 84. 

*' IJSsPS, The Efecls oj Strategic Bombing on Japan's War Economy, op. dt., pp. 
45-46. 
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By the summer of 1945“* with stockpiles of raw materials exhausted, 
imports cut off, steel making cut from a peak of 7.8 million tons to an an- 
nual rate of only 1 million tons and dependent upon inferior domestic mate- 
rials which it was by then difficult to mine, and even more so, to transport, 
Japan’s war-making powers, to the extent that they depended on steel, had 
been effectively sapped. Although steel as a basic material is usually deep 
in an industrial economy, in Japan, since stocks were exhausted toward the 
end and pipelines were never filled, the sharp decline in steel production was 
reflected in end-product output with less and less time lag. In the final 
stages of the war the drop in both quantity and quality of output made steel 
the major limiting factor with respect to most tools of war. Since even at 
peak output thei-c had not been enough steel for tlie cnonnous tasks at hand, 
the decline became a particularly effective and oppressive straight jacket 
for the war economy. 

Oil 

It was Fleet Admiral Nagano, Mipremc naval adviser to the Emperor, 
who declared: 

I think one of the large causes of this war was the question of oil. . . . 
Not only the two sendees but the civilian elements were extremely inter- 
ested, because after the U.S., Great Britain and the Netherlands refused to 
sell any more oil, our counliy was seriously threatened by the oil shortage. 
Consequently, every element in Japan was keenly interc.«tcd in the southern 
regions.*" 

Admiral Nomura, former Ambassador to the United States, added: 

W'o felt we could get resources from those islands; we depended on that. 
Our oil stocks were very limited and we must get oil from these islands; and 
therefore whether or not you initiated your attack quickly or slowly was 
the big question, the determining factor of the war. Most people thought 
if we could get supplies from tho.se i.'lands undisturbcil we could go on for 
many years.*" 

Of all the resources in which Japan was deficient, few were in so short 
supply or so idtal to the conduct of war as oil. Japan ranked twenty-second 
among the oil-producing nations of the world. Its output in 1941 was 1,941,- 
000 barrels of crude oil, or less than 0.1 percent of the world’s total. By 
way of contrast, the United States produced 1,4 billion barrels in 1941, over 
700 times as much as Japan. Japan’s 1941 production from wells and syn- 
thetic plants was less than 12 percent of her peacetime requirements. She 

38 In late July and early August 1945, UB. naval surface forces bombarded the two 
steel plants at Kamaishi and Wanishi, which, it will be recalled, were producing 40 ,per^ 
cent of Japan’s remainiag pig iron output, usang largely domestic raw materials. 

^ Intenogalioms tf Japanene Offeiah, Naval Analysis Division, DSSBS, Vol. II, 
Interrogation No. 392, November 20, 1945, p. 363. 

*3 /bid., IntciTOgation No. 429, November 8, 1945, p. 388. 
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relied almost entirely upon imported oil, four-fifths of it from the United 
States. Another 10 percent came from the Netherlands East Indies and the 
remainder from such widely diverse sources as Mexico, Bahrein, Roumania, 
etc. Her 4,000 wells averaged about one barrel a day output while the more 
than 400,000 United States wells average 9.7 barrels per day per well. 
Japan's refining capacity had been built up far beyond what was required 
to handle her indigenous production. Refining capacity in 1941 was ap- 
proximately 90,000 barrels per day, 17 times that required to process home 
production of crude. Sixty percent of this capacity had been constructed 
between 1934 and 1942.^^ 

Japan was keenly aware of this vulnerability and had taken a variety 
of steps to minimize, insofar as possible, any sudden cessation of imports. 
Since the Japanese militarists, high Narw officials in particular, had always 
regarded their domestic supply as inadequate and negligible, they had con- 
centrated, in the years before Pearl Harbor, on building up a large oil in- 
ventory, which reached a peak of 51 million barrels in 1939 (see Table 14) 

TABLE 14 

LwiXESE On. PosiTio-v. 1937-45 
IxsEB Zone — Cbude .\xd Refixed 
' (in thousands of barrels) 


Crude Petroleum Refined Products Inventories^ 


Year 

Imports 

Produce 

iivn 

Total 

Imports 

Produce 

lion 

Total 

Crude 

Refined 

Total 

1937 ... 

20^31 

2.470 

22.701 

16,651 

12373 

29,224 

10,467 

32395 

43,062 

1938 ... 

18,401 

2.465 

20.869 

14.044 

13.142 

27.186 

12,465 

31891 

44,356 

1939 ... 

18313 

2.332 

21.175 

11,818 

11.981 

23.799 

20.242 

31.156 

51398 

1940 ... 

22.050 

2.063 

24.113 

15.110 

10,806 

25,916 

19.901 

29,680 

49,581 

1941 ... 

3.130 

1.941 

5,071 

5242 

15.997 

21,239 

20.857 

28,036 

48393 

1942 ... 

8.146 

1.690 

9336 

2.378 

16.674 

19.052 

12,346 

23883 

38329 

1943 ... 

9348 

1.814 

11.662 

4.652 

16.167 

20,819 

6339 

18,488 

25,327 

1944 ... 

1.641 

1585 

3.226 

3534 

9.615 

12,949 

2,354 

11.462 

13,816 

1945“ .. 

0 

809 

809 

0 

1.933 

1.933 

195 

4,751 

4,946 

1944—1. 

994 

419 

1.413 

893 

2866 

3,769 

2,354 

11.462 

13.816 

II 

224 

386 

610 

881 

2.681 

3.562 

1.240 

0333 

10,773 

III 

423 

379 

802 

799 

2.341 

3.140 

594 

7,683 

9.277 

IV 

0 

401 

401 

761 

1.727 

2,488 

490 

5.944 

6.434 

1945—1 . . 

0 

406 

406 

0 

1.441 

1,441 

195 

4,751 

4,946 

II. 

0 

403 

403 

0 

492 

492 

193 

2.336 

3,029 

“ At beginning 

of period. 








•’ First half fiscal year. 

Source: Japanese Army-Xavy Oil Committee; Cabinet Planning Board; Fuel Bureau of 
Munitions Ministiy. 

but then declined, due to U.S.. Dutch and British embargoes, to 43 million 
barrels on December 7. 1941.^- The largest segment of the inventory at the 


For a detailed account of the growth of the oil industiy in Japan, see Petroleum 
Resources and Production in Japon, Natural RcFources Section, SCAP-GHQ, Report 
No. 80. Tokyo, June 25, 1947. 

Storage capacity was available for approximately 60 million barrels. See Petro- 
leum Storage Facilities, Memorandum for the record, by Mark F. McAnally, Capt. CE, 
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outbreak of the war was the Navy's 21.7 million barrels of fuel oil, which 
was 75 percent of Japan’s total refined inventories. Aviation gasoline stocks 
amounted to 4.2 million barrels. The Navy controlled 88 percent of the 
total refined stocks and 60 percent of the aviation gasoline. The 43 million 
barrel reserve would, at the estimated rate of consumption, last two years, 
by which time the Japanese leaders expected to have free and uninterrupted 
access to the great oil resources of the Netherlands East Indies and to have 
built up their synthetic oil production to substantial proportions. 

Several versions of the original war plan, as it related to oil, are at hand. 
Since they are in rough agreement, that of the Cabinet Planning Board may 
be pertinent. The plan covered three years. It placed requirements, Army, 
Navy and civilian, at 35 million barrels per year.^® The first year it was 
anticipated that supply would total 5 million barrels, with 1.5 million bar- 
rels to be obtained from domestic production and 1.75 million barrels each 
from synthetic production and from the occupied territories. The difference, 
30 million barrels, would be drawn from the reserve. The following year it 
expected to obtain the same amount from domestic production, 4.5 million 
barrels from synthetic output and 16.0 million barrels from the conquered 
areas. The remaining 13 million barrels of the reserve would thus make 
good the deficiency. At the end of the second year reserves would have 
been exhausted. It was on this basis that naval officials testified that they 
had sufficient oil, they thought, to enable them to carry on for two years. 
The third year, the plan contemplated that domestic output would reach 
2.5 million barrels, synthetic 9,5 million barrels and the occupied regions 30 
million barrels.^* Thus in the third year of the war — if it lasted a third 
year, which the planners doubted— 4;hcre would be a surplus of oil over and 
above requirements, Let us see what happened. 

The Planning Board had estimated 1942 domestic crude output at a 
much low'er figure than actual 1941 production. It anticipated that output 
would decline because it would be necessary to ship almost all experienced 
oil field skilled workers and technicians to the southern areas to restore the 
wells and refineries, which it expected would be totally wrecked. As is 
shown in Table 14, 1941 output had been 1,941,000 barrels and, as antici- 
pated, production in 1942 fell to 1,690,000 (compared to the 1.5 million bar- 
rel estimate). During 1942, approximately 4.000 oil field workers, or 70 

Technical Intelligence Branch. SC.4F-GHQ. Tokyo, Februarj- 26, 1SM6. (Available in 
the Library of Congress, PB 20392.) 

All figmos were aolually given in kilolilcra. For the sake of uniformity, they 
have been converted at a rate of 629 barrels to a kiloUter. A postwar recapitulation 
of the Japanese oil position from 1930 to 1946, in kiloliters, is given in Japanese Pco- 
vomie Statistics, Economic and Scientific Section, Researeh and Statistics Division, 
SCAP-GHQ, Bulletin No. 9. May 1947, p. 13. 

** Estimation of Japanese Strength Belore and After the Outbreak of the Greater 
East Asia War, Cabinet Planning Board, Tokyo, December, 1941. 
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percent of the total labor force employed in the home islands fields, were 
shipped south, followed by an additional 600 workers in 1943.'*'’ For more 
than a year and a half following the acquisition of the East Indies, the 
Japanese proceeded to neglect their home fields. The wells were operated 
without repressuring; there Avas inefficient recoA'ery. New Avell drilling fell 
off as the following figures indicate. 


Fiscal Year }/o. of Wells Drilled No. Successful 

1938 30 1 

1939 120 3 

1940 140 4 

1941 0 0 

1942 0 0 

1943 20 4 

1944 90 10 

1945 (April-Sept.) ^ ^ 

Total 528 25 


That new well drilling was abandoned in 1941 in anticipation of the seizure 
of the Netlierlands East Indies, no responsible Japanese would admit.^" 

So unconceraed wore Japanese planners with home production that they 
set monthly quotas during 1942 and 1943 which proved in many cases to 
he lower than actual output. Oil was removed from the “ essential indus- 
try ” category and allocations of steel and other basic materials were drastic- 
ally reduced. In 1942 and 1943 the oil industiy was allocated only about 
2 pereent of the total carbon steel output and about 1 percent of the oast 
steel. Drilling equipment and maintenance materials ivere sent to the 
south, The industry recovered somewhat in 1943 from the 1942 labor re- 
movals and jiroduction I'ose slightly. By 1944, however, the impact of lack 
of material- allocated was felt and output fell to the lowest point in a dec- 
ade. It went down to l.o million barrels in contrast to the 2.5 million con- 
templated in the original war plan. As tanker sinkings rose in 1943 and oil 
imports from the soutli Ijcgan to fall, the Japanese hurriedly reversed their 
two-year ijolicy and tried once again to .stimulate domestic output. In De- 
cember 1943, when it became apparent that southern supplies were being 
cut off, the price per barrel for crude was raised from 22 to 28 yen and pro- 
ducing companies were exempted from corporation and business taxes for a 
ten-year period. Well drilling was stepped up, an attempt was made to 
bring skilled personnel back from the south, and oil was again made an 
“ essential ” industry in 1944 plans. The impact of these measures was felt 
slowly. Output in the last quarter of fiscal 1944 was slightly higher than 
in the previous quarter and production in the first half of fiscal 1945 was 

Nine hundred technieians and skilled oil workere were lost enroute to the Nether- 
lands East Indies when a United States submarine sank the Taiyo Mam in May 1942. 

40 For an account of Japanese pi-oblems in oil well drilling, see Japanese Petroleum 
Drilling Methods and Equipment, Natural Resources Section, SCAP-GHQ, Report No. 
49, Tokyo, August 7, 1946. 
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higher than in the last half of 1944. (See Table 14.) The difference, 
though, was so small that it had absolutely no effect on the overall oil 
picture.^' 

With the passage of the Synthetic Oil Industry Law of 1937, Japan 
undertook a seven-year plan for synthetic oil production which pointed to 
a goal of 14 million barrels for 1943.'** The plan was almost a complete 
failure. For the entire seven-year period, ns may be seen in Table 15, the 

TABLE 15 

Japanese Sevek-Yeab Plvs fob Synthetic On. Phoductiox, Inner Zone, 1937-43 
(in thousands of barreb) 


Fiscal Planned Actual Percent Actual 

Year Production Production ol Planned 

1937 650 31 6 

1938 920 69 7 

1939 3,073 135 4 

1940 5,847 150 2.5 

1941 7,816 1,222 IS 

1942 11,368 1501 13 

1943 14,046 1.04S 8 

Total 43.620 4,156 9 


Soui-ce; Planned pi-oduction from Synthetic Oil Indiistrj- Law of 1937; actual production 
figures from Imperial Fuel Indiistiy Co. 

Japanese met only 9 percent of the 43.6 million barrel target production. 
Peak output came in 1942 and, while it was only 13 percent of the seven- 
year plan target for that year, it was slightly less than the much more real- 
istic Cabinet Planning Board war plan goal. The gulf between plan and per- 
formance widened much farther in 1943 when the Cabinet Planning Board 
estimated 4.5 million barrels of synthetic output while the seven-year plan 
called for 14 million barrels. As Table 13 indicates, only 8 percent of the 
goal was met for 1943. Synthetic output rose slightly in 1944 to 1,229.180 
barrels, almost the same figure as 1941, but monthly output fell off sharply 
toward the end of the year and in 1945. Output in April 1945 was less than 
half the production of April 1944. Synthetic output never accounted for 
more than 5 percent of Japan’s oil requirements, and since 55 percent of 
the synthetic capacity was located in Manchuria, the blockade in late 1944 
and 1945 rendered even this relatively usele.«=. Limitation? of technical 
skill and the inability of the inherently limited economy to supply compet- 
ing military and industrial needs for large quantities of high-grade steel and 
complicated equipment combined to prevent the construction of large-scale 
synthetic oil plants in Japan even before Pearl Harbor, and made it out of 
the question afterwards. 

Synthetic oil in Japan was produced by three methods: from the low- 
temperature carbonization of coal; the hydrogenation of coal tar and shale 

For a detailed breakdown of home island production by dishicts, see Summation 
oj Non-Military Activities m Japan, SCAP-GHQ, Tokyo, No. 2, November 1945, p. 64. 

4® “ The Synthetic Oil Industry,” Oriental Sconamist, August, 1944, pp. 357-58. 
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oil distillates; and the synthesis from coal by the Fischer-Tropsch process. 
The seven-year plan provided for the completion by 1943 of ten hydrogena- 
tion plants, eleven Fischer-Tropsch plants, and sixty-six low-temperature 
carbonization plants. By the end of 1944, eight low-temperature carboniza- 
tion plants, four hydrogenation plants, and four Fischer-Tropsch plants had 
been completed. Only one hydrogenation plant operated consistently on 
coal tar, a second processed shale oil distillate, and the remaining two were 
used, after failure to operate on coal tar, to process kerosene and gasoline 
from petroleum. Only two Fischer-Tropsch plants achieved production on 
a regular scale, the other two were used for test runs only. 

The simplest of the three processes, low-temperature cai'bonization, was 
the most popular among the Japanese, as the plans indicated.^® Lack of 
materials was the principal obstacle to the building of more plants. The 
allocation of steel to the industry actually declined after 1940 although large 
increases would have been essential to provide for the synthetic plant expan- 
sion scheduled in the seven-year plan. When oil was made an “ essential ” 
industry again in 1944. of the 17,400 tons of steel allocated to refineries and 
synthetic plants only 7,200 tons were delivered. Shortages ran the entire 
gamut from steelplate and pipe to wire, copper, nails, lumber and cement. 
By 1945 even bricks were unobtainable. Since hydrogenation is the prin- 
cipal method by which satisfactory aviation gasoline can be made from coal, 
coal tar, or shale oil, the Japanese were particularly anxious to obtain rights 
and information from the German owner of the Bergius process, the I. G. 
Farbenindustrie, A.G., but negotiations dragged on until Januaiy 1945 
when Alitsubishi finally succeeded. The Japanese were never very success- 
ful in attempting to hydrogenate coal or even coal tar. While German 
hydrogenation plants specializing in production of aviation gasoline obtained 
yields as high as 80 percent of the primarj" oil processed, the Japanese never 
averaged better than 20 percent. The Japanese steel industry proved to be 
incapable of processing certain pieces of high-pressure equipment essential 
to the procB.'^s. Only one plant, tlie Agoclii Works of the Korea Synthetic 
Oil Company, with a daily output of 180 barrels, operated consistently on 
coal tar. The Fu^hun Works of the IManshu Synthetic Oil Company pro- 
duced 2,800 barrels daily by processing shale oil. The remaining two hydro- 
genation plants, after unsuccessful attempts, abandoned the hydrogenation 
of coal and tar completely and turned to processing kerosene and gas oil 
from petroleum."® 

Japanese rights to the German Fischer-Tropsch hydrocarbon synthesis 
process were acquired in 1936 by Mitsui from the German firm, Ruhrehemie, 

See Fuels and Lubricants, ATIG Report No. 15, Tokyo, October 25, 1945. (Avail- 
able in the Library of Congress, PB 16822.) 

’4 See “Synthetic Petroleum,” Summation of Non-Military Activities in Japan, 
SC.\P-GHQ. No, II, Tokyo, November 1945, p. 86. 



PILLAES OF THE ECONOMY 


139 


A. G. By the end of 1941 only one Fisclier-Tiopsch plant, the Omuta Works 
of the Japan Synthetic Oil Company, with a capacity of 700 barrels a day, 
had been completed. Actual production at the plant never exceeded 275 
barrels a day, even though Ruhrchemie technicians stayed with the plant 
from start to finish, and were still in Japan at the end of the war. Although 
Germany shipped some equipment, the Japanese had to fabricate most of 
it themselves and the plant took four years to build. Even after it was in 
operation, difficulties multiplied rather than diminished. The coke ovens 
and water gas generators, for example, were designed for a better quality 
of coal than that available. The high sulphur content of the coal resulted 
in such severe corrosion that not more than three of the five water gas gen- 
erators could be kept on steam and, consequently, not more than 76 percent 
of the design capacity of 15 million cubic feet of water gas per day was ever 
obtained. Because the coal ash had a relatively low fusion temperature 
which led to the formation of large clinkers, there was constant breakage 
of the mechanical grates in the generators. As a result it was necessary to 
reduce the operating temperature which reduced the capacity of the water 
gas generators and caused a higher content of impurities in the final product. 
A shortage of cobalt and thorium during the war led to substitution of nickel 
catalysts of low activity and this further reduced yields. Shutdowns were 
frequently due to the failure of operators to recognize the symptoms of 
trouble and to take precautionary steps. At the Omuta plant, the electrical 
control system was allowed to deteriorate through poor maintenance and was 
then replaced by dozens of men, each as.^igned to the task of adjusting a 
single valve.®' It was for such reasons that daily output was not even half 
of capacity. 

Japanese engineers simply lacked experience witli fuel production and 
their techniques were poor, A butane hydrogenation unit copied from 
TJ.S. design was installed by the Mitsubishi Oil Company, but after being 
given a trial run this complex unit, essential for the production of aviation 
gasoline, was abandoned and later stripped of instruments and pumps to 
supply other units. At the Second Naval Fuel Depot tin equipment for 
handling hydrogen peroxide under vacuum collapsed because the design had 
not properly taken into account the tensile strength of tin. At the same 
plant a superfraction system was made by connecting several columns in 
series but satisfactory operation was seldom obtained because those operat- 
ing it could not understand its complexity. Certain Japanese-designed 
cracking units never operated satisfactorily because of a number of basic 
errors in design including the use of steam for regenerating catalyst, a prac- 
tice known to lower the catalyst activity. 

®'See Petroleum Production— The Jo-pan Synthetic OH Company, Ltd. (Nihon 
Jinzo Sekiyu KK.). Military latelligence Section, SCAF-GHQ, Tokyo. May 23, 1946. 
(Available in the Library of Congress, PB 27692.) 



140 


japan’s economy in war and BECONSTBVCTION 


It was for such reasons that the s 5 Tithctic fuel industry in Japan, in 
terms of its absorption of materials and manpower and its meager product, 
was more of a liability than an asset during the war. When its output w'as 
most needed, toward the end when supplies from the southern areas were cut 
off, it was least available, because 55 percent of capacity had been con- 
structed in Manchuria to take advantage of the proximity and abundance 
of better-grade coal.'’- 

In one aspect of their plan the Japanese almost succeeded. By the end 
of 1943 they had managed to restore oil output in the southern zone to 
almost its prewar level. As shovm in Table 16, production of crude oil in 


Fiscal 

Year 

1940 . 

1942 . 

1943 . 

1944 , 
194S» 


TABLE 16 

Pbodcciiox Dispositux op Crdde Oil. Souihebs Zone, 1940-45 
(in thousands of bavrels) 

Production oj 
Crude Oil in 
Southern Zone 

65.100 

25.939 10A24 15.415 

49.626 14500 35.126 

36.92S 4.975 31.053 

6.546 0 6.546 


Crude Oil and Refined 
Products jrom Southern 
Zone Received in Japan 


Crude Oil and Refined 
Products Consumed or 
Lost in Southern Zone 


* Firat half of fiscal yeav. 

Source; Hough estimates by Jatianesc Army-Nai’y Oil Committee in Tokyo and Fuel 
Bureau. Munitions Ministry. Due to the destruction of records at Singapore 
by the Japane.re. the data are approximate. No division between consumra and 
lost in southern zone is passible. For detailed statistics on Japan’s wartime oil 
position see Appendix C of “The Effects of Strategic Bombing on Japan's War 
Economy,” L'SSBS XJ.S. Government Printing Office, Washington, D.C., De- 
eember 1946, pp. 134-44. 


the southern zone had totaled 65 million barrels in prewar 1940, then 
dropped to 26 million barrels in 1942, but was increased to a wartime peak 
of 50 million barrels in 1943, The Japanese had expected to find the wells 
completely out of operation and the refineries wholly destroyed. While this 
was true in some places, the Japanese were pleasantly surprised to find 
little or no damage in other areas. They landed drilling crews, equipment, 
etc., with their invading forces, and when they found some refineries un- 
damaged they quickly brought skilled peisonnel from Japan proper. In 
antieipation of losing the refineries in the southern zone they had sched- 
uled an expansion program designed to increase capacity in the home islands 
and by the end of 1944 succeeded in bringing it up to 116,100 barrels per 
day. (See Table 17.) The refineries in the southern area were quickly 


Another 5 percent was in Korea, II percent in Earafuto, 3 percent in Hokkaido, 
12 percent in Kyu.'shu and only 14 percent on Honshu. 
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TABLE 17 

Refining Capacitt and Crude Oil Refined, Japan Proper, 1941-45 

Refining Capacity Total Crude Oil to Stilia 

Barrekperday Banelsperday IflOO barrels per year 


1941 89,300 42,500 15,515 

1942 96,700 37,500 13338 

1943 114,100 39,700 14,489 

1944 116,100 24,500 8,989 

1945 28,000 * 4,700 950 


♦ Estimated capacity remaining after bombing offensive. 

Source ; Fuel Bureau, Munitions Ministry. 

restored and lulule their capacity was always adequate for the purposes at 
hand, they had some difBcutty in continuous operation due to the need for 
spreading skilled personnel vei'y thin, and to inability to obtain spare parts 
and replacement equipment from Japan. Refinery output in the southern 
area was concentrated upon aviation gasoline at the expense of motor gaso- 
line and kerosene. In 1943 the Japanese were refining more aviation gaso- 
line than had been produced in all refineries in the area in 1940, but motor 
gasoline output was only one-fourth and kerosene output only one-fifth of 
1940 levels. IVhile the motor gasoline could have been used in Japan proper, 
tankerage was not available to take it there, and it was in surplus supply 
in relation to the small number of vehicles on hand in the southern regions. 

The Amy and Na\7 divided the southern areas based on landing 
strength. Since the Army was numerically greater, it got much the bigger 
share, with approximately 85 percent of the oil resources falling into its 
hands. The Army seized the principal production fields and some six major 
refineries while the Navy obtained only the refinery, at Balikpapan and the 
oil fields of Sanga Sanga and Tarakan. Since the Navy was the larger con- 
sumer and since both services operated their holdings as separate entities, 
the situation was embarrassing for the Navy. Fortunately, it held one 
trump; it controlled the tankers and the sea lanes. “But for this,” one 
admiral declared, “ the Array would undoubtedly have left the Navy with- 
out oil.” A joint Array-Navy oil committee was foimed which met at the 
Tokyo Officers Club while a parallel committee met in Singapore, once a 
month. Directives were sent by the Tokyo committee and at first more or 
less followed by the Singapore committee. Later, as ship sinkings rose, the 
Singapore committee acted pretty much on its own. All oil brought into 
Japan was under the control of the Joint Army-Navy Committee, which 
made the allocations, not the Munitions Ministry. Nor did the Committee 
tell the government what it brought in. In using civilian facilities in the 
home islands for refining crude brought from the southern areas, the Com- 
mittee went direct to the refineries so that the oil did not come under gov- 
ernment control. Its inspectors at the refineries stipulated how alt crude 
should be refined. 
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By 1943 southern oil operations were going so well that Tojo announced 
that the oil problem had been solved.®® Imports to Japan proper rose to 
approximately one-third the amount obtained from the United States dur- 
ing the thirties. There was no lack of oil in the southern regions and the 
fleet was able to fuel locally at will. Later in the year (1943), however, 
difficulty began to be encountered in getting the oil to Japan. Indeed oil 
imports reached their peak in the first quarter of fiscal 1943. A year later, 
in the first quarter of fiscal 1944, imports were less than half the comparable 
1943 figure, while by the first quarter of fiscal 1945 they had vanished com- 
pletely. 

While oil output in the southern areas had risen beyond expectation, so 
had tanker sinkings. Japan began the war with 575,000 gross tons of 
tankers. By 1943 she appeared to be forging ahead and had increased her 
tanker tonnage to 834,000 gross tons, three-fourths of which was engaged 
in hauling oil from the southern zone to the home islands. But sinkings 
rose sharply from 4.074 tons in 1942 to 388,016 tons in 1943 and to 754,106 
gross tons in 1944, far out-distancing ship construction. In two devastating 
raids on Truk and Palau in early 1944, carrier-based planes sank one-third 
of the tankers attached to the Japanese Combined Fleet. All subsequent 
fleet operations were affected. Tanker sinkings grew so bad that a Japa- 
nese naval captain testified; “Toward the end the situation was reached 
that we were fairly certain a tanker would be sunk shortly after departing 
from port. There wasn’t much doubt in our minds that a tanker would 
not get to Japan.” 

As a result of mine, submarine and air attack, Balikpapan and Soera- 
baja, the two chief oil ports, were abandoned in December 1944. The last 
tanker convoy bound for Japan left Singapore in March 1945 but never 
reached its destination. Thereafter no further attempts were made. A 
complete reallocation of .’hipping had been undertaken for the purpose of 
placing coal-burning ships in service in areas where coal was available and 
retaining motor ships for service in the south seas where bunkers could be 
replenished from local sources. Ships under construction were equipped 
with coal-burning boilers and many oil-burning ships were converted to 
coal. Available ships and tankers nere overloaded and maneuverability 
decreased. Drums of all sizes and even fiber containers holding oil were 
loaded on the decks of freighter^.®® In a final desperate attempt to trans- 

Oriental Economist, February 1943, p. ra. 

tJSSBS Interrogation No. 468, Tokyo, November 29, 1945. 

s® One ingenioug method was devised of transporting oil from the East Indies to 
Singapore in large rubber bags holding 300 to 500 barrels which were towed by tugs. 
The method failed because filling and emptying the bags was dfficult and aviation 
gasoline, the priority cargo, attacked the rubber. In addition, towing difficulties de- 
creased the maneuverability of ships and made them more vulnerable to air attack. 
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port oil to the home islands, submarines were used. A German Admiral in 
Japan testified that at the beginning "of 1945 the Germans were refused per- 
mission to reservice their submarines at Singapore and were told that they 
would have to use Kobe, but tliat to acquire facilities at Kobe they must 
bring a full load of oil from the south. The Admiral declared that the 
Japanese were so economical with their oil and gave the German submarines 
such low-grade fuel for the trip from Kobe south that commanders told him 
they were constantly concerned le=t they run out of fuel and become 
stranded,®* 

The drop in imports of southern oil was the governing fact in the Japa- 
nese fuel situation. The impact upon the economy and upon the war 
machine was tremendous. It will be recalled that the Planning Board had 
estimated that in the third year of war, inventories would have been ex- 
hausted and Japan would obtain thirty million barrels of oil from the oc- 
cupied areas. Since only five million barrel, not thirty, were obtained, 
'consumption was cut drastically to prevent inventories from disappearing 
altogether. The Japanese fully realized the gravity of their situation and 
took the few available but inadequate steps to meet it. Civilian consump- 
tion had been reduced sharply during the early part of the war. This was 
particularly true of motor gasoline. Before the war 80 percent of consump- 
tion was " civilian,” but in 1941 drastic economies had been introduced. 
Almost all civilian motor traffic, including the operation of taxicabs, had 
been forbidden and a drive was started to equip essential gasoline-driven 
vehicles with wood or charcoal brnmem. Total civilian consumption (includ- 
ing essential business usel was cut from 6.3 million barrels in 1940 to 1.5 
million in 1941.®^ This was further reduced until it totaled only 257,000 
barrels in 1944, or 3 percent of the 1940 figure. Total consumption of motor 
gasoline in 1944, including military use, was 18 percent of the 1940 figure. 
By July 1946 the in\cntory of motor gasoline was down to 25 percent of 
total 1944 consumption. Even Army vehicles were converted from the use 
of gasoline. Since more and more freight was being shunted to the railroads 
toward the end of the war, because of the attack on shipping, the immobil- 
ization of transportation vehicle,', because of lack of fuel, made transfer of 
goods difficult, caused materials, parts, etc., to pile up at terminals and 
added to the chaos of the time. 

Pilot training was cut to thirty hours in 1944, or less than half the num- 
ber of hours previously thought necessary, and at the beginning of 1945 all 
navigation training was eliminated. Pilots were simply expected to follow 

56XJSSBS Interrogation of Vice-Admiral Paul Weneker, No. 359. Tokyo, November 
11, 1945. 

57 For details of the various restrictive measures, see sections on “ Laws on Gasoline 
and Alcohol Consumption” and “Control Eegulation on Fuel Substitutes," Jidosha 
Nenkan, 1943, Tokyo, pp. 68 and 126. 
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the leader to the target and few were expected to return. One of the basic 
reasons for the suicide flight was that it required fuel for one way only. 
Losses on combat missions were as high as 70 percent. Planes were deliv- 
ered untested. The quality of gasoline was reduced from 92 octane to 87 
and lower, and some gasoline was blended with considerable amounts of 
alcohol. On training flights 50 percent alcohol was used in 1944 and this 
was increased to 80 percent in 1945. An unwholesome comhination of inade- 
quately trained pilots, improperly tested planes, and inferior fuel raised 
non-combat ferrying losses to 40 percent. Reconnaissance flights and anti- 
submarine patrols were curtailed. According to the statistics available, the 
inventory of aviation gasoline fell to a million barrels in 1945, but it is 
probable that this is too high a figure. The confusion of the last months 
prevented the writing off of losses due to fire, bombing, sinking of vessels 
by mines, etc. All that U.S. authorities could discover when hostilities 
ceased were 190,000 barrels set aside by the Army and 126,000 by the Navy. 
These were hidden away in remote nooks, caves and countless concealed 
spots, in order to protect them from bombing and were to be used for suicide 
flights against the invasion forces. American military investigators were, 
however, completely puzzled as to how the Japanese would have been able 
to assemble their minutely-scattered hoards in time to service planes, in 
the event of invasion. 

No decline was more dra.stic than the drop in the fuel oil inventoiy from 
its peak of 29,612,000 barrels on April 1, 1937, to 813,000 barrels on July 1 , 
1945. The decline in the inventoiy, almost to the vanishing point, was a ' 
good indication of the progressive immobilization of the Japanese Navy. 
By the time the inventoiy went below the one million barrel mark, naval 
ships had virtually cea=ed to operate. Shortage of fuel continually affected 
Japanese naval action and strategy. In the battle of the Mariannas, the 
second fleet, the battle fleet, was on hand but did not join the action because 
its fuel supply was low. The carrier force decided to approach directly 
rather than circuitously in order to conserve fuel.^® The result was the 
famous " turkey shoot ’’ of the Mariannas. Admiral Ozawa was asked; 

Q. About what time during the course of the war was the operation of 
the fleet or the use of planes for training or operations first seriously incon- 
venienced by shortage of fuel? 

A. About two or three months before the Mariannas Campaign we felt 
the shortage very keenly.’'" 


""Admiral Ozawa declared: "The plan was to go direct. It viould take too much 
juel to take the longer route, which had been considered, but we planned to go in 
straight and we did not change the plan daring the approach." 

^^Interrogations oj Japanese Officials, op. dt.. Interrogation No. 227, Tokyo, Octo- 
ber 30, 1945, p. 226. 
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After the Mariannas battle the second fleet under Admiral Kurita went 
south to Singapore while that under Ozawa went hack to the Inland Sea. 
Ozawa was asked: 

Q. Where was the preferred base for your fleets at this time? 

A. I thought the Inland Sea was the best base. 

Q. If there had been no fuel shortage, both fleets would have been in the 
Inland Sea? 

A. Yes.“» 

But by the summer of 1944 fuel stocks were so low that this was not pos- 
sible. The fleet had to be divided so that one part could be fueled at oil 
sources. Rear Admiral Takata was asked a question which had puzzled 
American ofScers for a long while. 

Q. Just one question of fact. On the morning of 25 October last year, 
why did not Admiral Kurita enter Leyte Gulf? [to attack General Mac- 
Arthur's transports, which were at the time defended by only a very small 
U.S. naval task force of escort carriers. Kurita had approached within 40 
miles of Leyte Gulf with a vastly superior fleet.] 

A. Because of shortage of fuel.“ 

Many other phases of the complicated battle of the Philippines were 
affected by the lack of fuel. Takata was asked whether it was not the 
intention in the defense of the Philippines to combine Kurita’s and Ozawa’s 
fleet. He replied, “ there was such a desire but it was impossible to do so 
for lack of fuel.” The he and the Hyuga, two Japanese battleships, were 
unable to join the battle off the Philippines, though they came down from 
Japan to do so. Shortage of fuel prevented them from getting there in time. 
With fleet units separated, careful timing and coordination was essential but 
the Japanese cruiser force arrived in the Sui’igao Straits several hours late 
because speed had to be cut down to conserve fuel. Admiral Kurita’s deci- 
sion to take his battered fleet back through narrow San Bernardino Straits at 
night was also due to fuel .shortage. Kurita declared, when a.'ked what was 
the governing consideration for this disastrous action: 

It was primarily fuel. Furthermore, if and when brought under air at- 
tack on the following day in the passage tbrougli the islands, I would have 
to use extra fuel in dodging and maneuvering. Therefore the fuel was very 
important consideration, the basic one.°^ 

The Japanese committed their entire fleet to the Philippine action because 
they realized that if they tost it would mean the end of their fuel supply. 
Kurita declared: 

ooibid., p. 220. 

Interrogations o/ Japanese Officiab, op. cit., Interrogation Xo. 258, Tokyo, No- 
vember 1, 1945, p. 266. 

Interrogations, op. cit,, No. 47, Tokyo, October 16-17, 1945, p. 47. 
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... if you seized the Philippines it would cut off fuel supply to the Em- 
pire and that all supply of fuel being severed, the war in all areas south of 
the Empire must end. Tlie Philippines were vital to the continuation of the 
war.*® 

In February 1945 an order was issued that all home island-based vessels 
likely to consume more than 12.000 tons of oil per month were to be rele- 
gated to the inactive list. As a result the battleship Haruna and several 
carriers were taken out of service. In the face of the desperate need for 
bottoms, over 100,000 tons of oil-burning shipping in the home island coastal 
service were laid up early in 1945. By April 1945, naval stocks were so 
low that of five battleships left afloat, only one, the Yamato, was able to 
sortie against our forces invading Okinawa. Admiral Toyoda, chief of the 
Naval General Staff, declared: 

The fleet fuel situation became very acute early in this year. Our sur- 
face units were restricted even as to their training activities, and any large- 
scale operation requiring heavy supplies of fuel became almost out of the 
question. On 7-8 April of this year when the battleship Yamato was sent 
with a dozen or more destroyers into Okinawa, we questioned whether there 
was a 50-50 chance. Even in getting that squadron together we had a very 
difficult time getting the necessary 2500 tons of fuel oil together. . . . That 
is how acute the fuel situation was in the early part of this year.®* 

Oil tanks all over Japan in 1945 were running dry and being torn down 
for scrap. Seven percent of all U.S. bombs dropped on Japan fell on the oil 
industry. Every important refineiy on Hon'Iiu was hit; 85 percent of total 
capacity was rendered inoperative but for the most part the bombs fell on 
inactive plants. The capacity which remained after the attack was still 
ten times that necessary to refine the domestic output. A variety of “ sub- 
stitutes ” were pushed. Oils from soy beans, peanuts, coconuts, and castor 
beans were processed for industrial use. Methanol, ethanol, and acetone 
were used to replace gasoline; butanol was employed both as a source of 
iso-octane and directly in gasoline; lubricating oil was made from all types 
of vegetables and fats. Civilian stocks of potatoes, sugar and rice wine 
were taken for conversion to alcohol; oil was distilled from crude rubber. 
In desperation the Navy undertook its fantastic pine root oil project. With 
the slogan “ two hundred pine roots will keep a plane in the air for an 
hour,” people all over Japan were set to work digging up pine roots. Some 
34,000 kettles, stills, or small distillation units were readied, each capable of 
producing three to four gallons of crude oil per day.®' Manpower require- 
ments were amazing. The production of one gallon of crude pine root oil 
took 2.5 man-days of work. Since the Japanese hoped to obtain about 

p. 34. 

04 Interrogations, op. cit., No. 378, Tokyo, November 13-14, 1945, p. 316. 

o-^Pine root processing involved heating the kettles of pine roots for about twelve 
hours. About 50 percent crude was thus obtained. 
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12,000 barrels of crude per day when the project reached its maximum, this 
would require 1,250,000 persons per day. By June 1945 production of crude 
pine root oil had reached 70,000 barrels per month, but refining difficulties 
had not been solved. By the time the war ended only 3,000 barrels of gaso- 
line intended for plane use had been produced and there was no indication 
that it had ever been tried in a plane. U.S. Army units tried it experiment- 
ally in jeeps and found that in a few days it gummed the engines beyond 
use. Traces of the pine root oil project were apparent when U.S. forces 
landed. Monumental piles of roots and stumps lined many of the roadways. 
Mountainsides were stripped bare of evciy tree and sapling and the crude 
stills were to be found in many Japanese Ullages."* Such were the limits 
to which the Japanese were driven by the sinking of their tankers and the 
severance of the oil line to the south. The significant report of Cabinet 
Secretary Sakomizu, surveying national resources as of June 1-10, 1945, dis- 
cussed in the preceding chapter, declared: 

Hereafter Japan. Manchuria, and China will have to depend upon their 
own sources for fuel oil. With oil resen-es on the verge of exhaustion and 
the delay in plans for increased output of oil, we are faced with an extreme 
shortage of aviation fuel. This, of course, will have a serious effect on the 
planning of future operations, especially after the mid-year. 

The U.S. overestimated Japan’s oil position from the outset and continued 
with a large margin of error until the verj' end. Estimates by various U.S. 
agencies of Japan’s stockpile at the outset of the war ranged from 75 to 80 
million barrels. A revision by the Joint Far Eastern Oil Committee, formed 
in Alarch 1945, placed the figure at 57 million barrels. It wdll be recalled 
that it actually was 43 million barrels. In July 1945 U.S. estimates were 
over twice Japan’s inventory at the time. Estimates of synthetic oil output 
had the largest margin of error ranging from seven to eight times actual 
1944 output. Aviation gasoline re.=erves, however, were correctly estimated.”^ 

Light Met.ils 

Aluminmn 

Japan was wholly dejjendcnt upon imported bauxite for her aluminum 
output. Although the fabrication of aluminum began in the early thirties, 
using continental and domestic substitutes such as aluminous shale, alunite, 
alum clay, etc., higli costs of production and technical difficulties soon led 


ccTivo of the stills were erected on the golf course of one of Tokyo’s exclusive 
clubs and the members were expected to set a good example by spending spare time 
digging roots to keep the stills stoked. 

BiAll estimate figures from Appendix A, “U£. Economic Intelligence on Japan,” 
The Effects of Strategic Bombing on the Japanese War Economy, USSBS, Washingten, 
1946, pp. 79-80. 
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to a shift to bauxite and the Bayer process.®® The use of substitutes was 
never whollj' abandoned. Indeed a subsidy was paid to enable producers 
using the substitutes to fare the same financially as those using bauxite. 
Japan never completely lost sight of her extreme vulnerability and of the 
possibility of bauxite supplies being cut off and toward the end of the war 
shifted back to the use of substitutes as bauxite imports vanished. But 
from 1937 to 1944 by far the main emphasis was on construction of plant 
capacity to process bauxite. It was upon this uncertain base that the great 
ex-pansion of Japan's aircraft industry was built. 

Early imports of bauxite were drawn from Greece, British India and the 
Netherlands East Indies. A pre-Pcarl Harbor import peak was reached in 
1939 when 352,458 metric tons of bauxite were imported. By this time most 
of the supply was being pmchased from Bintan in the Netherlands East 
Indies and from British Johore and Malacca. Japan’s potential victims 
were providing her with the means of aggression. Bauxite was discovered 
in the mandated islands in 1936 and by 1941 they provided a little over 
one-third of Japan’s total bauxite imports. In 1941, due to foreign em- 
bargoes, bauxite imports fell to a low of 146,711 tons. (See Table 18.) 

TABLE 18 

Annual Imports or Bauxite to Japan Proper and Formosa. 

BY Rehon of Origin, 1936-45 * 

(in metric tons) 


Fhcal 

Year 

Palau 

Bintan 

Malaya, 

{Johore imd bidockina 
Malacca) 

Others 

Total 

1936 


9.192 

958 


14,612 

24,762 

1937 


46.663 

27.984 


26,502 

101.149 

1938 

... 3,655 

117,269 

76,505 


23,049 

220,478 

1939 

. . . 13,987 

202,081 

104,692 


31,698 

352,458 

1940 

. . . 22,495 

194,729 

62,965 


280.189 

1941 

. . . 39,297 

58.059 

26,140 

3,215 


146,711 

1942 

... 103,907 

274.449 

55,831 

16,947 


450,134 

1943 

. . . 84,940 

594,589 

138,555 

2.450 


820,534 

1944 

. , . 4,488 

287,782 

55,065 



347,335 

1945 


1,800 




ISOO 


*By wet weight 1936-41; by dry weight 1942-45. Moisture content approximately 
10 percent. 

Source: Bureau of Mines, Ministry of Commerce and Industiy. 


After bauxite is mined, it is generally crushed, washed, dried in rotary kilns, and 
screened prior to shipment. The fir'll step in the manufacture of aluminum involves 
purification and concentration of the ore by the Bayer process. The bauxite is treated 
with caustic soda; the iron, silica and other impurities are removed from the solution; 
and the aluminum hydrate is then precipitated and dried. The concentrated product 
is aluminum oxide, a whitish powder known as alumina. The second step involves the 
reduction of alumina to aluminum, which is achieved by electrolysis. This is performed 
in a series of reduction cells. After cryolite has been dissolved by an electric current, 
alumina is added, the current breaking down the alumina into aluminum and oxygen. 
The oxygen combines with the carbon anodes, and the resulting carbon dioxide and car- 
bon monoxide escape through the crust at the top, where the carbon monoxide bums. 
The molten aluminum is deposited at the bottom of the cells and runs intc a ladle 
from which it is cast into pigs. 
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Not all of the bauxite iinpoited prior to December 7, 1941, went into alu- 
minum production. By December 1941 the bauxite stockpile totaled 254,740 
metric tons, an amount slightly less than nine months’ “supply at the then 
current rate of utilization. However, in the light of actual realized increase 
in the rate of aluminum production necesbitated by rising aircraft require- 
ments, this bauxite supply uas sufficient for less than seven months. Obvi- 
ously, therefore, continued aircraft production in Japan depended upon the 
quick subjugation of the southern areas, after December 7, and their rapid 
exploitation. 

The Japanese uar plan with lespect to bauxite came very close to suc- 
cess during the first year of the Pacific War. The Cabinet Planning Board 
estimated that Japan uould require 480,000 tons of bauxite in 1942, of whieh 
50,000 was to be obtained fiom the mandated islands, 350,000 from the 
Dutch East Indies and 100,000 from Biitish possessions.”® During 1942 
Japan actually imported 450,000 tons. The yield from the mandates, as 
shown in Table 18, was double expectation. While the amount obtained 
from Bintan was 75,000 tons less than anticipated, it was nevertheless five 
times greater than the 1941 figure. The yield fiom the British possessions 
was half of that anticipated but double the 1941 figuie. Since consumption 
was slightly higher than the 480,000 tons anticipated, Japan was forced to 
draw down her stockpile to the extent of some 45,000 tons. (See Table 19.) 

TABLE 18 


Stocks of Bsuxiic, .Aliminous Shsll. Altimixa, skd Pbiuaby Aluminum Incot in 
J wsN Pboplb, Fobmosa, ixD Kobfa, 1941-45 

(m metuc tom) 


DaU “ 

Bauxite " 

Alum move 
Shale e 

Ahimiiia 

Primal y 
Ingot ^ 

1941 Decembei 

254,740 

3650 

5,500 


1942 Match . . 

191,174 

6A20 

4190 

7,000 

June . . . 

172,620 

1522 

7 293 

8,100 

Septemboi 

183,247 

8.766 

2,051 

10900 

Becembei 

209.427 

9A72 

3,003 

12,500 

1943 Maich 

209,807 

11.855 

2897 

10,400 

June ... 

206.287 

13344 

3005 

3,000 

Septembei 

20i;648 

13635 

22,256 

5300 

Decembei 

296,981 

19,474 

19,331 

4,800 

1944 Maich . 

238,471 

20392 

19 525 

3,700 

June . 

176,241 

38.109 

10,491 

9700 

Septembei 

36,196 

2.651 

37664 

11.376 

6.900 

Decembei 

32.061 

4 227 

4,700 

1945 March . 

5,233 

38767 

1543 

5300 

June . . 

55168 

998 

5,700 

August . 


33 705 


4,129 


■> End of nionfli 

"Held m Japan Piopci and Foimosa 
Held m Japan piopei and Ivoiea 

” Includes stocks at all i eduction plants and m the hands of the Imperial Light 
Metals Control Company (Teikoku Keikinzoku Tosei Kabushiki Eaisha) but excludes 
stocks held at fabricating plants 

Souice. Light Metals Contiol Association (Keikmzokii To=ei Iv.ii) 


•I® See Bslimatum oj Japanese Strength Bejote and Alter Ontbieak of Greater East 
Asia War, Cabinet Planning Boaid, Tokyo, December 1941, Table 3, “Comparative An- 
nual Supply and Demand of Essential Mateiials.” 
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The year 1943 marked the peak of Japan’s bauxite position. Imports 
almost doubled, reaching 820.534 metric tons. As much as 115,000 tons 
were imported in a single peak month of December and by the end of this 
month bauxite stocks had not only regained but were some 40,000 tons 
higher than the December 1941 stockpile figure. Imports from Bintan had 
more than doubled, reaching the unprecedented figure of 594,000 tons. How- 
ever, even in 1943 signs of trouble were apparent. Imports from the man- 
dated islands dropped off and those from Indochina almost vanished. The 
year 1944 saw a development typical of Japanese industry at this stage of 
the war. End-product output — ^in this case, aircraft — rose sharply and 
reached a peak late in the year, while the raw material base, in this in- 
stance bauxite supply, fell drastically. Bauxite imports were 58 percent 
less in fiscal 1944 than in the preceding year. Imports from Indochina 
ceased after March 1944. from the mandates after August 1944, from 
Malaya after January 1945. and from Bintan after April 1945. The last 
significant shipment, some 12,000 tons, was obtained from Bintan in Febru- 
ary 1945. The decline in monthly imports of bauxite over the last year of 
the war may he seen in the lollowing figures (in metric tons) : 


Year Month 

Mandates 

Bintan 

1944 Juae .... 


61.532 

July .... 


34,390 

Aug 

. . 3.4SS 

79,630 

Sept. . . . 


8.525 

Oet 


9,695 

Nov, ... 


13.860 

Dec, . . . 


6,400 

1945 Jan 


21,590 

Feb 


11.927 

Mar. . . . 


615 

Apr 


1500 

May 



June .... 



July 




Malaya 

15,420 

Indochina 

TMoI 

7ff.952 


24,350 

10.330 


93,448 

9.455 


17,980 

9,695 

13560 



6,400 

6.000 


27590 



11,927 



615 



xm 

\ 



A... 


The hard and governing fact for the Japanese was that after August 
1944 they obtained only a trickle of bauxite, and after February 1945, for 
all practical purposes, none at all. By the end of December 1944 bauxite 
stocks were down to a mere 2,651 tons and by April 1945 they had vanished 
completely. (See Table 19.) 

As the supply of bauxite fell off, the Japanese turned to the use of alu- 
minous shale from Is'orth China. While some Japanese had been aware of 
the threat to bauxite supply and pressed for protective conversion measures, 
as one official pointed out; “The very favorable turn of events at the begin- 
ning of war made all Army, NaiTr, government authorities and business 
circles intoxicated with great joy, so that all of them were forgetful of the 
process-conversion problems in the summer of 1942.” 


ro Interrogation of A oshida. lehiio. Managing Dii’cctor, Light Metals Control .Asso- 
ciation, Tokyo, November 18, 1945. 
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After Guadalcanal, however, a committee composed of industrial and 
research specialists was appointed by the Prime hlinister to investigate 
Japan’s aluminum position. The Committee’s report of July 1943, after 
discussing the danger to Japan’s bauxite supply, recommended (1) the ex- 
pansion of aluminous shale production facilities in North China; (2) com- 
plete conversion of existing Bayer process plants to the use of aluminous 
materials from North China and Japan; (3) expansion of continental pro- 
duction by construction of new plants and transfer of plants from Japan; 
and (4) the use of converted cement plants in Japan for production of 
aluminous clinker, in turn to be processed by alumina plants. No steps to- 
ward conversion were taken, however, until the beginning of 1944. During 
this year imports of aluminous shale were stepped up sharply as the follow- 
ing table shows: 


Imports of North China Aluminohs Shale into Japan Proper and Korea, 1939-45 
(in metric tons) 


Fiscal Year 

Japan Proper 

Korea 

Total 

1939 

32,040 

3.950 

35,990 

1940 

37.000 

14,710 

51,710 

1941 

25,465 

19,500 

44,965 

1942 

23,884 

23,474 

47358 

1943 

25,811 

24,688 

50,499 

1944 

114,949 

32,462 

147,411 

1945-Apr 

8.934 


8,934 

May 

25,768 

1,188 

26.956 

June 

1,724 


1,724 

July 




Aug 




Total (Apr.-Aug.) 

36,426 

1,188 

37,614 


Source : Bureau of Mines, Ministry of Commerce and Industry. 


The plan for North China aluminous shale production for 1944 called 
for an output of 930,000 metric tons. Actual production was 426,000 metric 
tons. The major share of the output, however, piled up at the mines, rail 
heads and harbors, due to lack of rail facilities in North China, inadequate 
handling facilities at Tsingtao and Chinwangtao, and to the shipping short- 
age. The 89,138-ton increase in shale imports to Japan proper could hardly 
compensate for the 473,199-ton decline in bauxite imports, even if all other 
factors were equal. As it hajipened, they were not. While the alumina con- 
tent of the shale, 50-58 percent, was as high as that of bauxite, its silica 
content averaged 17-20 percent and more, and was about three times as 
high.''* The high silica content of the shale resulted in difficulties of separa- 
tion and handling which were never fully worked out. Japanese experts 
stated that in time ihey believed they would have been able to work out 
the difficulties, but that conversion on a large scale was undertaken too late. 

rigee Aluminum Industry oj Japan, Pt. 1, Special Report No. 9, SCAP-GHQ, Eco- 
nomic and Scientihe Section, Research and Statistics Dwision. Tokyo, April 3, 1940, p. 5. 
(Available in the Library of Congress, FB 23602 and 23603). 
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Furthermore, the production actually accomplished was wasteful of the very 
limited shale supplies on hand in Japan proper. The following table com- 
pares actual raw materials used per ton of alumina with quantities which 
the Japanese Industrial Research Laboratory set as standard for Japanese 
alumina production utilizing aluminous shale. 

ilaterial JIRL Expectations Aetu/dVae 


Aluminous shale 23 tons 4 tons 

Clinker 4 tons 6 + tons 

Soda Ash 260 Kg. 800 Kg. 

Limestone 830 Kg. 950 Kg. 


Source: Light Metals Control Association. 

The “ actual use " data in the table above were derived from operations 
which had been considered to have reached a stage of “ efficiency.” In 
earlier operations use of 6-8 tons of shale was not uncommon. From given 
supplies of shale the alumina derived was only 58 percent of that technically 
possible; or conversely, to produce given quantities of alumina, 74 percent 
more shale and 208 percent more soda ash were required than under condi- 
tions of expected efficiency. This was particularly serious in view of the 
shortage of soda ash.'- A method of desperation was resorted to by the 
Japanese, which, though cumbersome and wasteful, was used to economize 
on soda ash. Aluminous shale was electrolyzed directly in aluminum reduc- 
tion plants, producing a low-grade metal of 70-80 percent aluminum. The 
crude product, as well as \-arious types of scrap aluminum, or “ dross,” was 
then put through the normal Bayer process, appearing as alumina, and 
finally electrolyzed again to produce virgin ingot. While aluminum pro- 
duced in this manner was found satisfactory, the method was highly waste- 
ful of synthetic cryolite, used huge quantities of electric power, and took 
much more time. Production of the crude metal from direct electrolysis of 
the shale, was as follows: (in metric tons) 


Year & Quarter Japan Korea Total 

1944— III 560 ... 660 

IV 1394 173 1.467 

1945- 1 3.566 159 3,725 


Source: Light Metals Control Association. 

Despite the elaborate attention paid to the processing of aluminous shale 
during the last year and a half of the war, the total quantity of alumina 
produced from non-bauxite sources, including aluminous shale, alunite, 
alum-clay and scrap was never large. As may be seen in Table 20, in 1944 


”See Oriental EcortumUl, November 1943, p. 527, and Januaiy 1944, p. 28. 
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TABLE 20 


SuMMAKT OP Supply of Piumaby Alcmikom in Japan Phoper, 
Korea ako Vmuou, 1937-19 
(in metric tons) 


Fiscal 

Produclion of Alumina 

Production, 


Total 

Year 

Fioin 

Bauxite 

From olhcT 
than Bauxilo “ 

Total 

Alumina 

of Alumi- 
num Imiol 

Imports >> 

Aluminum 

Supply 

1937 

. 24.316 

7,181 

31,497 

13,979 

13,701 

27,680 

1938 

. 38.656 

9,618 

48574 

20,736 

23847 

44A83 

1939 

. 53,956 

11,240 

65,196 

29,559 

36,701 

66,260 

1940 

. 81,837 

15,650 

97,487 

40.863 

ii.a. 

zi.a. 

1941 

. 136,837 

15,046 

151883 

71.740 

n.!i. 

u.a. 

1942 

. 212.558 

13,623 

226.181 

103,075 

2.000 

105,075 

1943 

. 304,734 

13.757 

318.491 

141.084 

3.000 

144,084 

1944 

. 190.585 

34.626 

225511 

110.398 

4505 

114503 

1945 

1,621 

14,598 

16519 

6,647 

1.070 

7,717 


Note: '■ n.a. '' indicates data not available. 

“Includes pioductmn from aluminous shale, alum-clay, alunitc, and scrap, 
•i 1942-45 imports obtained from Manchuria only. 

Source: Light Metals Conti ol .Association. 


only 35,000 tong of uluinina were produced from these non-bauxite mate- 
rials, or 15 ])ercent of the total 1944 alumina output, and this was the 
equivalent of about 17,000 tons of aluminum. In the first quarter of 1945, 
however, because of the drastic decline in bauxite availability, such mate- 
rials accounted for 89 percent of total alumina production. Early in 1945, 
however, even aluminous shale from Xorth China was hit by the ever en- 
veloping blockade and a study of the Foreign Ministry in February noted: 

Even if we estimate future transportation most realistically and look at 
the supply and demand for soda a-h, which is necessary in the handling of 
alumina, we will see that it would be difficult to aiTange for a great quantity 
of aluminous shale in Japan for the 1945 fiscal year. Rather it is necessary 
at this time' on the part of Japan, by absolute decision, to derdse a sufficient 
arrangement for producing alumina from white ahinite, clay and other home 
raw products and to devise quickly a counter measure which will enable us 
to cease to depend on aluminous shale, hloreover, it is necessary, in manag- 
ing the raw materials the best possible way. bated on the estimates of the 
supply and demand of types of soda, to set up manufactures and techniques 
at this time by methods which do not reijuire toda [i.e.. the electric oven 
method and the sulphuric acid method] . . . moreover, it is highly necessary 
to stimulate at the tame time methods of wood and metal plane construction 
which do not depend on aluminum.’* 

Thu.', by the time significant operatiunal capiicily bad been converted 
to process shale, the blockade cut off the supply of shale. At about that 
time the Army started large-scale mining of alum-clay deposits, but while 
research in methods of treatment had been undci takcn, no practical utiliza- 
tion of cither local alunitc or alum clay had been made by the end of the 


Dependence of Japan on Continental Raw Materiah, Internal Economics and 
Raw Material Series, No. 16, Research Bureau, Foreign Ministn*. Tokyo, 1945, p. 9. 
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war. The largest alum clay deposits, estimated at 100,000,000 metric tons, 
were located near Kurosawaziri in Iwate prefecture, Honshu. The Kokusan 
Keigiii Company tried to exploit these deposits in 1943 hut after seven 
months of irregular production of alumina the company was forced to close 
down because of technical difficulties in the extraction process. Operations 
were resumed in August 1944 and continued until the end of the war, but 
during its entire history the company produced only 496 metric tons of 
alumina. Another company, the Dai Nippon Kagaku, attempted to process 
alum clay but it too encountered processing difficulties and produced only 
66 tons of alumina from November 1944 to June 1945. The Japanese had 
somewhat more success with alunite as a raw material. One company, the 
Asada Kagaku, used alunite as its source of alumina during the entire period 
of its operation."^ On the whole, howeA'er, only a very small quantity of 
alumina was produced from such materials at high cost and there was no 
signi6cant contribution to Japan’s aluminum supply. 

For some inexplicible reason, the Japanese continued to e.xpand alumina 
capacity at a time AA'hen the supply of its raw' material was declining 
sharply. The greatest expansion in capacity occurred during the years 
1939-41, when alumina capacity increased by 144,200 tons and aluminum 
capacity by 73,600 tons.'® This aa'bs largely the result of the stimulation 
proA'ided by the passage in 1939 of the Light Metals Manufacturing Law 
which subsidized the industry. Of the 229,100 tons of alumina capacity at 
the outset of the Pacific War, 196,100 was in Japan proper, 9,000 in Korea 
and 24,000 in Formosa. There was an additional 20,000 tons of alumina 
capacity aA-ailable in Manchuria. Of the 111,200 tons of aluminum capac- 
ity, 86,700 AA-as in Japan proper, 7,500 in Korea and 17,000 in Formosa. 
There was an additional 10,000 tons of aluminum capacity in Manchuria. 
This was more than adequate to meet aircraft requirements at the time, 
and alumina output in 1941 was only 65 percent of capacity while aluminum 
production was 64 percent of aluminum capacity. Nevertheless, capacity 
continued to expand during the war years, though at a progressiA-ely slower 
rate. Alumina capacity was almost doubled with the increase confined 
almost entirely to Japan proper, while aluminum capacity rose 64 percent 
with a proportionately greater percentage increase in Korea than in Japan 
proper.'® In 1944 alumina production was 56 percent of capacity while 


ri Mineral Resources oj Japan Proper, 1925-19.'i3, a Preliminary Eeport, No. 44, 
Natural Resources Section. SCAP-GHQ. Tokso, July 5. 1946, p. 17. 

Broad Expansion of the .Aluminum Industry,” Oriental Economist, May 1942, 

p. 241. 

t®For a detailed statistical analysis of wartime alumina-aluminum production in 
Korea, see Korean Mineral Industry Statistics, a Preliminary Compilation, Report No. 
23, Natural Resources Section. SCAP-GHQ, Tokyo, March 18, 1946. 
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aluminum output n as 60 percent of aluminum capacity.’" Had the bauxite 
been obtainable, aluminum fabricating capacity would have amply met the 
needs of the Japanese aircraft industry It is apparent that the Japanese 
problem was not one of capacity but of raw material supply.’® 

Japanese production of primary aluminum ingot doubled between 1941 
and 1943, as may be seen in Table 20. Although 1943 was the peak year of 
output, the highest monthly rate was achieved in May 1944, when produc- 
tion totaled 15,080 tons or an annual rate of 180,000 tons, very close to 
maximum capacity Thereafter the deterioration of the Japanese aluminum 
position was rapid By December 1944 production was down to 44 percent 
of the May peak, monthly output was 6,702 tons or at an annual rate of 
85,000 tons. By June 1945 output was down to 1,538 tons, 10 percent of the 
May 1944 figure, and the annual rate was only 18,000 tons The decline in 
output from Alay 1944, monthly through the end of the war, may be seen 
in the following table (m metiic tone) : 


Fear Month 

Japan Proper 

Korea 

Formosa 

Total 

1944 May 

11657 

1,884 

1539 

15.080 

June 

10,931 

1,508 

1,526 

13,965 

July 

9,344 

1221 

1313 

11378 

Aug 

8,662 

1,207 

1065 

10,634 

Sept 

8,327 

898 

869 

10094 

Oct 

8 078 

1,100 

399 

9,577 

Nov 

5,805 

1,070 

135 

7,010 

Dec 

5.090 

940 

672 

6,702 

1945 Jan 

3,366 

566 

431 

4,363 

Feb 

2,646 

387 

158 

3.191 

March 

3,271 

442 


3,713 

Apnl 

2349 

479 


2328 

May 

1,872 

409 


2.281 

June 

1,183 

355 


1538 

July 

(combined 1 158) 


1,158 


In addition to the above figures there was a «mall amount produced in Man- 
churia. The original five-year plan of 1937 for Manchuria had set a goal 
of 15,000 tons of aluminum ingot per annum for 1941 but actual production 
reached only 8,000 tons. Thereafter sights were lowered somewhat, with a 
10,000-ton goal set for 1942. 1943 and 1944. This was never achieved, the 
highest output being 8,557 tons in 1943. In 1944 output dropped slightly 
to 7,617 tons, of which 4,205 tons were shipped to Japan proper.’® A goal 
of 12,000 tons was set for 1945. but based on first quarter output, annual 

” Aluminum capacity figure used was the 1944 peak figure of 183,100 tons since 
damage to the Foimosa plants which caused the leduction in capacity came late in 
the j'ear. 

The Japanese Five-Year Plan of 1937 had set a goal of 175,000 tons of aluminum 
capacity for 1942 This was attained by 1944 

7# Data through 1942 from Results of Manckuhto’s Five Year Plan, Cabinet Plan- 
ning Board, Tokyo, Julj 1943 Figures thereafter from Tokyo office of Manshu Keikin- 
soku Seizo KK (Manchukuo Light Metals Manufacturing Co } 
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production would have been less than 5,000 tons and little could have been 
shipped to Japan. Thus the ^Manchurian contribution to the Japanese 
aluminum situation ^Yas negligible. 

Parallel with the decline in quantity went a corresponding decline in 
quality and a greater use of scrap rather than primary ingot, which made 
the overall aluminum picture worse than the purely quantitative data sug- 
gest. As the amount of primaiy ingot production fell off, the Japanese had 
to resort to increasing quantities of processing scrap. In the second quarter 
-of fiscal 1944 virgin ingot constituted 75-78 percent of aluminum entering 
the aircraft pipeline,®" a fairly normal relationship compared with British 
and American experience, but tlicrcafter the picture changed rapidly. Dur- 
ing the third quarter the percentage of virgin varied between 30 and 50. 
By the fourth quarter pure primary ingot was the source of only 20 percent 
of the available supply, scrap accounting for fully 80 percent. When bauxite 
became critical and substitutes were more extensively employed, there was 
a marked effect on the quality of the aluminum produced. Aluminum pur- 
ity began to dip under 99.0 percent in'late 1944 and by the end of the war 
was down to 96-97 percent. Although castings of the strength and sound- 
ness required for aircraft are not satisfacton’ when produced from alumi- 
num of this quality, Japanese plants used it to cast engine crankcases, 
cylinder heads, cylinder blocks, and other vital parts, Furthermore, the 
quality deterioration resulted in the breakdown of close control of composi- 
tion in specifications for aluminum alloys. An examination of representa- 
tive specifications of principal aluminum alloys for castings and wrought 
products selected from “ Japanese Aeronautical Specifications,” issued by 
the Technical Institute (Gijut=uin), in November 1944. indicated the break- 
down of quality controls. Principal impurities wcic given liberal maxima 
and little attempt was made to set an overall impurity limit. Where such 
limits were established, they were so wide as to be practically meaningless. 
Progressive broadening of the ranges of the three principal alloying elements 
— copper, magnesium and manganese — and the larger tolerance of the prin- 
cipal impurities — iron, silicon and zinc — were striking. Furthermore, no 
limitation was placed on other impurities such as tin and lead. For example, 
the Toyama plant of the Showa Denko KK., which electrolyzed shale di- 
rectly, produced an ingot containing about 7 percent iron, 11 percent silicon, 
1 percent titanium and 81 percent aluminura.®^ Although some increased 
difficulty was experienced in aircraft parts and greater breakage of plane 
components toward the end of the war, as will -be shown in the following 
chapter, since there was a six months lag between ingot production and com- 
pletion of the plane, the greater proportion of the impure aluminum was in 

8® Ingot had lo be supplied from 4,5 to 6 mouths before fly-away time. 

sr Some Technical Problems in Japan's Aluminum Produclion, Light Metals Con- 
trol Association, Tokyo, November, 1945. 
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the pipeline, and its impact in accidents, breakdowns, etc., would have been 
felt more sharply in the last half of 1945. 

The allocation records of the Imperial Light Metals Control Company 
(Teikoku Keikinzoku Tosei KK.) provide a fair indication of actual alumi- 
num distribution, and these are presented in Table 21. It is apparent that 

TABLE 21 

PuxNED Toi.lL New Supply and Allotment of Pe:m.4by Aluminum to 




•Illocation Categories, 1942-43 





(m metric tons) 





Plnnncd 
Total 
Supply a 


Allotment to Allocation Categories ^ 

Fiscal 

Allotment >> 


(percent) 


Year 

Total 

Aircraft 

Army 

Navy 

Indirect Mili- 
tary and Civil 

1942 .. 

116,370 

108,726 

60.9 

13.7 

5.4 

208 

1943 .. 

132,030 

143,438 

72.4 

7.8 

48 

158 

1944 .. 

133,440 

112,511 

89.0 

3.2 

38 

48 

1946= . 

16.000 

10,200 

100.0 





“ Mobilization plan for total allocations. 

s Distribution program of Imperial Light Metals Control Company (Teikoku 
Keikinzoku Tosei Kahushiki Kaisha). 

' First quarter. 

Source; Light Metals Control Association. 

in the period of confidence and optimism in 1942 and 1943, the Japanese 
permitted a significant percentage of aluminum output to be used in other 
than aircraft production. In 1942. of the total allotments of primary ingot, 
only 61 percent went into aircraft uses. In 1943 only 72 percent was de- 
voted to aircraft. During this period aluminum was substituted for copper 
in a number of aircraft and electrical uses. As much as 20 percent of the 
copper required for wire and 90 percent of copper in air frames were replaced 
by aluminum. As late as the January -March 1944 quarter, as much as 17 
percent of primaiy ingot was officially destined for other than aircraft uses. 
An additional leak developed in the handling of the scrap situation. Sec- 
ondary aluminum production from “ old ” and “ new ’’ scrap was handled 
differently, Dii'cctly usable “ old ” scrap, after collection and remelting, 
wa« purchased by the Imperial Light Jletals Control Company and dis- 
tributed by allocation certificate to authorized consumers. 

“ Ne^’ ” scrap, however, that is, cutting and processing wastage largely 
within tlic aircraft industiy (Hie loss ratio in processing fabricated shapes 
was estimated to be a< high as 45 percent) , was normally collected and re- 
turned to the three major fabricating companies for reehanneling within 
the industry and not subject to further allocation control. The Air 
Ordnance Bureau discovered that some aircraft companies were not above 
selling such scrap in the black market. Further non-essential uses, such as 
jn kitchen utensils, were not eliminated until 1944-45.®” While the total 

■ gpe Chart No, 14 in Snnunation, SCAP-GHQ, Tokyo, March 1916. No. 6, p. 123. 
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amount used in such fashion was not large it is indicative of lack of realiza- 
tion of the gravity of the situation and of loose adminittration. It was only 
in the last year of the war that Japan succeeded in channeling almost all 
of her rapidly vanishing aluminum output into aircraft uses. 

Although the aluminum industry was highly concentrated in a few 
plants, no concerted air attack was attempted, with the exception of 197 
tons of bombs dropped on the alumina-aluminum plant at Takao, For- 
mosa,®* (which was operating at only 34 percent of capacity due to lack 
of bauxite, at the time of the attack). Such incidental damage as the in- 
dustry sustained due to the impact of the urban air raids occurred after 
June 1945, when the industrj- was operating at 10 percent of capacity due 
to lack of raw materials. The decline in aluminum output may therefore 
be attributed wholly to the blockade which cut off imports first of bauxite 
and then of aluminous shale. While there was enough aluminum still left 
in the pipeline to meet the low 1945 level of plane output until the end of 
the war, the Fall of 1945 would have witnessed the end of the production of 
aluminum aircraft in Japan due to the lack of raw materials.®^ At the end 
of the war Japan’s aluminum resources consisted almost entirely of scrap 
and comparatively small amounts of finished materials in the hands of 
processors, plus the few thousand tons a year which could be eked out from 
the inferior domestic materials such as alum clay. The precipitous decline 
in aluminum production by 1945 may be seen in Chart 4. 

Magnesium 

The history of magnesium during the war paralleled that of aluminum 
except on a very much smaller scale.®’ The industry had its origin in the 
early thirties. The first plant was that of the Riken Metal Manufacturing 
Company at Ube, erected in 1933.. Capacity rose from 1,500 metric tons 
in 1935 to 4,200 in 1941. Output rose by almost 600 percent from 379 tons 
to 2,559 tons. Of the eight plants built by tlie beginning of the Pacific War, 
six were in Japan proper, one in Korea and one in Formosa. By the begin- 
ning of the war Japan had developed a magnesium industry capable of pro- 


s*See Summation oj Non-ililitary Activities in Japan, SCAP-GHQ, Tokyo, 
February 1945, Vol. 5. pp 91-92; also TJSSBS, Cial and Metals in Japan's War Econ- 
omy, op. cii., p. 126. 

®*See Report to the Diet Concerning Reasons for the Termination of the War, 
Ministry of Commerce and Industry, Tokyo, September 1, 1946, p. 5. 

®® Magnesium is a silvery white metal, whose outstanding characteristio is its light 
weight per unit of volume. It is the lightest of all metals used for structural purposes, 
being only about two-thirds as heavy as aluminum and less than one-quarter as heavy 
as iron. It alloys well with aluminum in various proportions. As a result its principal 
wartime use was in aircraft construction. In the form of powder or ribbon, magneaum 
is very easily ignited and bums with intense heat and light. This property led to its 
early use in pyrotechnics. 
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ducing more than was required for immediate consumption. Production 
was only 60 percent of capacity in 1941. By 1944-45 capacity had been 
expanded to 10,500 tons, with most of the increase occurring on the conti- 
nent as a result of the construction of five new plants in Korea and one in 
Manchuria. Japan proper accounted for only 45 percent of total magnesium 
capacity. Production followed capacity up and reached a peak in May 
1944, when the annual rate of output was 6,000 tons. Although production 
declined thereafter, total output for fiscal 1944 was 5,125 metric tons, or 
double the 1941 figure. Output at the May peak was only 60 percent of 
capacity and for the year 1944 only 50 percent. Thereafter, while con- 
tinental production was largely maintained, by the first quarter of 1945 
production in Formosa had disappeared, that in Japan proper had been re- 
duced by almost 50 percent, and the annual rate dropped below the 4,000 
ton per year mark. Of the total output in 1945, 50 percent was being pro- 
ducedAnJforeag 41 percentln Japan proper and" 9 percent in ManchuEiio. 
Japan maintained only working stocks of magnesium. At the end of the 
war she had on hand only 41 tons, compared to 50,000 in the United States. 

Japan made two basic mistakes in the handling of the magnesium situa- 
tion. In the first plaee she failed to utilise the source material which would 
have enabled much greater expansion of magnesium output and secondly, 
as a result, because her output was limited, the use of magnesium for air- 
craft purposes such as wheels, landing-gear housing, etc., was always re- 
stricted. The two basic processes of magnesium production which Japan 
used made her dependent upon continental raw materials.®' She failed to 
use sea water as a source material, except in one plant on an experimental 
basis.®^ In contrast, the United States resorted extensively to sea water 
for wartime expansion of magnesium output, the Dow plant at Freeport, 
Texas, being an excellent example of a new wartime sea water plant. In 

8' Oriental Economist, September 1943, p. 429. 

8’ In the US., when the war increased the demand for magnesium metal, the indus- 
try turned to sea water as an unlimited source of raw material. Sea water contains 
about 0.48 percent of magnesium chloride. Although this degree of concentration is 
far less than in brines and potash-waste liquors, the U.S. technique of recovery applied 
to sea water resulted in costs which were about the same range as those of extracting 
magnesium from brines and waste liquors. The sea water process consists in first pre- 
cipitating the magnesium content of the water as a hydroxide by the use of calcined 
lime or dolomite and then separating the precipitate from the liquid. 'She hydroxide 
may be converted into magnesium oxide (magnesia) by calcination, or into concen- 
trated magnesium chloride by treatment with chlorine gas or hydrochloric acid. Con- 
verted into oxide, the material is suitable for the production of magnesium metal by 
the thermal-reduction process or it may be used in refractories, as in cement and in 
chemical manufacture ; converted into the chloride, it may sen-e as feed for the electro- 
lytic recovery of magnesium. For a detailed description of the various processes of 
magnesium production, as well as an account of the development of the industry in 
the United States, see Magnesium, UA. Tariff Commission, War Changes in Industry 
Series, No. 10, Washington, March 1945, especially pp. 14-18. 
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Japan, Riken’s Ube plant began experimenting with the extraction of mag- 
nesium from sea water in 1941 and production by this process was first re- 
ported in July 1949. By the end of 1944 and early 1945, 30 percent of the 
Ube plant’s output was produced from sea water. But the difficulties en- 
eountered and the lack of experience with the method made the Japanese 
reluctant to attempt it on a large scale and as a result Japan remained de- 
pendent upon imported materials such as magnesite, magnesia, bitter brine 
and salt, obtained mostly from the continent. Officials of the Bureau of 
Mines and of the Light iletal Control Association indicated that as a re- 
sult magnesium output in Japan was always limited and the decline, when 
it set in, was due to failure to obtain these imported materials in adequate 
amounts. 

When, during the Battle for Britain in the spring of 1940, it was found 
from captured equipment that German airplanes contained considerably 
more magnesium than the planes of other belligerents and thus were able 
to carry heavier bomb loads, a vast expansion of magnesium output in the 
United States was planned. Whereas U.S. magnesium production in 1939 
was only one and a half times Japanese output, U.S. peak production in 
1943 was 36 times Japanese peak output in 1944. While the United States 
made extensive use of magnesium alloys for aircraft engine housing, rudder 
pedals, wing brackets, wheels, panels and doors, ailerons, instrument hous- 
ings, gun turrets, and in many other parts, Japan failed to follow suit, be- 
cause her very limited magncjium output would not permit it. Thus while 
the Japanese testified that there appeared to be enough magnesium for al- 
loying use in relation to the aluminum available for conventional aircraft 
purposes, their basic shortcoming was in their limited and outmoded con- 
cept of conventional u^e. 

COAt 

While Japan’s coal supply improved materially during the decade before 
the Pacific War, the war years witnessed a steady decline which quickened, 
toward the end, into collapse. As may be seen in Table 22, the early 1941- 

TABLE 22 

Coal Si pplt— Jw.ax Propes, 1940-45 
(in thousands of metric tons) 


FiscdYear Production Imports 

1940 57.309 10,123 65.941 

1941 S5A02 9485 63,448 

1942 54.178 8,748 61,330 

1943 53A38 6,029 60,467 

1944 49335 3,135 51,756 

1945-1 10,877 188 11.003 

II 5.238 5,238 


Source: Coal Control Association (Sekifnn Tosei Kai) and the Japan Coal Company 
(Nippon Sekitan Eaisha). 
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43 decline was due more to the out in imports than to the decrease in do- 
mestic production. By “ high grading," domestic output was sustained 
through 1943. Overworking of the mines, however, inadequate mine mainte- 
nance, and repair and insufficient equipment replacement due to under- 
allocation of steel, cement and lumber, finally took their toll and produc- 
tion dropped six million tons during 1944 at a tune when blockade opera- 
tions cut imports by 50 percent. The cutting of new galleries essential for 
sustained production was neglected. The coal-steel relationship developed 
in a vicious circle. Competing demands for a share of the dwindling supply 
of the latter meant that the coal industiy received less and less adequate 
allocations of steel for maintenance, and coal output in turn declined more 
sharply. 

Japan was almost as limited in coal resources as she was in puny steel 
output. She possessed no anthracite and, as we have seen, was dependent 
upon imports for coking coal. Nearly all her coal was medium-to-low-grade 
bituminous and practically none was suitable for making good metallurgical 
coke unless blended with imported coals. Her total coal reserves were small, 
16 billion tons compared to 3.4 trillion tons for her two principal opponents, 
the U.S. and U.K., and her output in 1941 was only one-quarter of Great 
Britain’s and one-ninth that of the United States.®* A severely limiting fac- 
tor, insofar as vulnerability to enemy action in war was concerned, was the 
fact that the principal coal fields of Japan proper were not located near the 
chief industrial centers of east centi-al Honshu. Honshu’s wartime coal out- 
put was the poorest quality of all; it was never more than 13 percent of the 
total production in Japan proper and furnished only about one-fifth of the 
coal used on that island. Japan was dependent upon water transportation 
to bring her coal from Hokkaido and Kyushu to Honshu consuming centers. 
In 1941, 97.8 percent of all coal shipped from Kyushu and Hokkaido went 
by ship. Aware of her vulnerability to interdiction of nearseas and coastal 
shipping lanes by possible enemy action, Japan’s war planners had moved 
to avert this possibility by constructing a railroad tunnel under the Shimo- 
noseki Straits, linking Shimonoseki in Honshu with Moji in Kyushu. The 
Kammon Tunnel was opened in mid-1942. The principal coal fields in 
Japan were in northwestern Kyushu and in Hokkaido, Yamaguchi pre- 
fecture in western Honshu had limited resen-es of lower-grade bituminous, 
lignite and semi-anthracite while the Johan fields of northeastern Honshu 
had some sub-bituminous and lignite. 

The coal mines of Kyushu were the oldest and had been worked for cen- 
turies. The seams were thin and sharply inclined and many of the mines 
were deep and necessitated continuous pumping. Due to depth and to poor 
ventilation, temperatures in the mines w'ere very high. Safety standards 

88 The Natural Resources of Japan, Natural Resource? Section. SCAP-GHQ, Re- 
port No. 73, revised edition, Tokyo. April 15, 1947, p. 44. 
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and measures were primitive by American comparison. The newer mines 
of Hokkaido were better engineered but had great gas hazards and the very 
low winter temperatures imposed a serious seasonal handicap. The Japa- 
nese have always exhibited an extreme personal dislike of working in the 
mines and when better paying jobs in war industries became available it 
became difficult to retain Japanese miners. The importation of Koreans to 
work in the mines had begun even before the Pacific War started. 

Because coal was an old and well developed industiy in Japan, whereas 
hydroelectric power, despite a 600 percent increase in generation between 
the first and second world wars was relatively new, two-thirds of the total 
energy consumed by Japan during the war was derived from coal. In 1943, 
for example, total coal consumption in Japan proper was 59.7 million tons 
while the coal equivalent of hydroelectric pow'er generated was 25.3 million 
tons, about a 70-30 relationship. By comparison, in 1943 coal contributed 
approximately one-half of all available energy in the United States, and 
nine-tenths of that used in Germany. 

The coal industry was characterized by two extremes: there was a con- 
centration of output in a few large mines and mining companies, and there 
were also a great number of small mines producing from a few tons to as 
much as 50,000 tons a year. In 1943, 13.6 percent of the mines produced 
76.4 percent of the coal (in Japan proper) while 73 percent of all mines 
(those producing less than 50,000 tons a year) aecounted for only 8.8 per- 
cent of total production. Four Zaibatsu companies, Mitsui Mining, Mitsu- 
bishi Mining, Sumitomo Alining and Hokkaido Tanko Kisen (Hokkaido 
Colliery and Steamship Company— Mitsui controlled) accounted for almost 
50 percent of output. Subsidies to the industry to stimulate output rose 
from 22.4 million yen in 1940 to 928 million yen in 1944. In addition, dis- 
tribution subsidies, to hold down final sales prices, amounted to 172 million 
yen in the latter year.®” 

Japan’s plan for utilization of coal involved heavy exploitation of her 
own resources during the period that those in her acquired areas were being 
developed. The Five Year Plan drawn up in 1937 called for output of 70 
million tons a year, a goal which coal industry officials protested was impos- 
.sible of fulfillment even with adequate labor and material supplies. They 
told the government that output of even 60 million tons a year would de- 
plete and ruin the mines. The government’s attitude was that during the 
war period, until resources in Manchuria, North China, Karafuto, etc., could 
be fully developed, the maximum possible exploitation of mines in Japan 
proper was necessary As a result there was a drive for production at any 

The Coal bidust^ oj Japan in Recenl Vears, A Preliminai'y Statistical Report, 
Natural Resources Section, SCAP-GHQ, No. 21, Tokyo, December 22, 1M5, p. W. 

•®USSBS Interrogation of Matsumoto, Kenjiro, president of the Coal Control As- 
■ociation (Sekitan Tosci Kai), Tokyo, October 17, 1945. 
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cost. Each year more and more low-grade, ill-equi25ped and poorly engi- 
neered mines were brought into production. In 1936, 76 new mines were 
opened, in 1937, 80, and in 1938 the number rose to 137. Over the decade 
1931-40, 640 mines were opened or reopened and only two had an “ expected 
annual production ” of more than 300,000 tons. Only 22 were expected to 
yield between 150,000 and 300,000 tons per year.”^ The galleries of tlie 
high-grade mines were pushed deeper and deeper. The pressure for imme- 
diate production made it necessary to work equipment to the limit and 
sacrifice sound long-range development policy. Output rose from 45 million 
tons in 1937 to a peak of 57 million tons in 1940. At the latter level output 
was running at a rate of almost 5 million metric tons per month compared 
with an average rate of 2.6 million tons per month over the period 1925-33. 
During the 1937-40 peiiod avei-age ijroduction costs doubled.”^ 

Japan had considerable success in her efforts to develop coal production 
in acquired areas. Output rose 52 percent in Formosa between 1937 and 
1940; 131 percent in Korea; 69 percent in Manchuria and 155 percent in 
Karafuto, between 1937 and 1941, and 150 percent in Xorth China-Inner 
Mongolia between 1938 and 1942. (See Table 23). IVhile this was not 

TABLE 23 

Phoductiox qf Co^l is K.ir.u'UTO. Kobea, Maschuri.i asb Xobth China- 
IxsER Mosoolia, 1937-44 

(m 1,000 metric tons) 

Kaiajulo Ko.ca Manchmm 


1937 2.536 2 936 14,281 n.a. 1,856 

1938 3,435 3.419 15,988 9,959 2,199 

1939 4,993 5.171 19,496 15.272 2,608 

1940 6.465 6,096 21,132 17.966 2,827 

1941 6,471 6.803 24,147 23,968 2,770 

1942 4,910 6,645 24,169 24878 2,311 

1943 4,979 6,574 25.390 21,736 2,324 

1944 2,678 7.037 25,627 20.333 1,653 


Source: Japan. Manchukuo. Chiua Coal Foderalion (Nichi Man&hi Sekitan Remmei). 
quite up to what Japanese planner? had Jioped for in some cases — output in 
Manchuria in 1941, for example, was 76 percent of planned production— it 
was a significant achievement in view of the capital, equipment and tech- 
nical limitations involved.*’® As a result of the growth of production in these 


Report on Nev Mining EftablhhmaUs. Fuel Bureau. Ministry of Commercp and 
Industry (Sekitan Ka, Nenryo-Kyoku, Shokosho), Tokyo, Xovember 1945, p. 7. 

For example, production costs at the Sliakaaoo Mine of the Furukawa Mining 
Company in Kyushu rose from 7.2 3 ’cn per ton in 1937 to 16.6 yen per ton in 1940, while 
at its Shimo-Yamada Mine, costs rose from 6.5 yen to 14 yen over the same period. 
Our Production Problems During the TTar, report of the Furukawa Mining Company 
to SCAP, Tokyo, November 1945. 

For an excellent description of the difficulties involved in the development and 
exploitation of one area in Manchuria, Fushun Coal Field, Manchuna, Report No. 
68, Natural Resources Section. SC.\P-GHQ, Tokj-o, February 17, 1947. 
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TABLE 21 

Coal Imports into Japan Proper. 1939-45 


(in 1,000 metric tons) 


Fiscal 

Year 

Kamjulo 

Korea 

Uan- 

ehukuo 

North 

Formosa China-Inmr 
Mongolia 

Indo- 
china, etc. 

Total 

1939 .... 

. 2,542 

1.011 

848 

253 

3h42 

587 

8,285 

1940 .... 

. 3 ' 32 S 

1,467 

773 

263 

3A00 

492 

10,123 

1941 .... 

. 3,310 

1,078 

687 

39 

4,120 

351 

9585 

1942 .... 

. 2,198 

910 

642 

175 

4,539 

284 

8,748 

1943 

1/2 . 

. 1,414 

319 

293 

5 

1,967 

75 

4,073 

2/2 . 

236 

177 

121 

- . . 

1,422 


1,956 

Total . 

. 1,650 

496 

414 

5 

3,389 

75 

6,029 

1944 








Apr. 


28 

SO 


185 


263 

May 

104 

41 

69 


185 


399 

June 

. 314 

27 

54 


193 


588 

July 

. 348 

30 

45 


174 


597 

Aug. 

35 

14 

37 


128 


214 

Sept. 

6 

16 

53 


123 


198 

Oct. 


Id 

56 


156 


227 

Nov. 


26 

39 


127 


192 

Dec. 


10 

49 


92 


151 

Jan. 


12 

55 


84 


151 

Feb. 


18 

41 


34 


93 

Mar. 


IS 

13 


34 


62 

Total . 

807 

252 

S61 


1,515 


3,135 

1945 








Apr. 


IS 

12 


53 


so 

May 


12 

16 


35 


63 

June 


S 

8 


32 


v45 

Total . 


32 

36 


120 


188 

Source: Japan Coal Company (Nippon Sekitan KaUlia). 





areas, Japanese imports of coal rose from 6.4 million tons in 1938 to a peak 
of 10.1 million tons in 1940. It was little wonder, then, that the Japanese 
in 1941, in reviewing the statistics of 1940 coal results, should have felt very 
optimistic and confident about their coal position. Both imports and do- 
mestic output had reached heretofore uuequaled levels. They had, of course, 
at the time, no way of knowing that this was the high-water mark. 

At the peak in 1940, 37.5 percent of Japan's coal imports came from 
North China-Inner Ulongolia, 32.9 percent from Karafuto, 14.5 percent 
from Korea, 7.6 from Manchuria, 4.9 from French Indochina, etc., and 2.6 
percent from Fonnqsa. The high-grailc coking coal of North China, as we 
have seen, was essential to Jujian r steel industiy and throughout the Pacific 
War made up 50 percent of Japan's total coal imports. After 1940, imports 
fell off almost as sharply as they had risen. In 1943 the total fell below 
the 1938 level (see Table 24} and in the following year slumped to 3.1 mil- 
lion tons, a drop of 70 percent from the 1940 peak. In the first quarter of 
fiscal 1944 monthly imports averaged 416,000 tons. By the third quarter 
the average had fallen to 190,000 tons and to 102,000 in the last quarter. 
In the first quarter of 1945 they averaged only 62,500 tons or 15 percent of 
the comparable figure in the previous year. After June they ceased entirely. 
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Because of shipping losses the Japanese had been forced to choose in 1943 
between coal from Karafuto and coal from North China. Their shipping 
resources did not permit them to import both. Since they needed the North 
China coal for metallui-gical coking purposes, their choice was obvious. Im- 
ports from Karafuto were cut drastically and discontinued altogether in 
September 1944. Production of coal in Karafuto in 1944 was only 41 per- 
cent of the 1941 level but the decline in output did not cause the drop in 
shipments to Japan proper. The cause and effect relationship was the re- 
verse. Production was deliberately reduced when it was found that shipping 
was not available to transport the coal to Japan proper. Consumption re- 
quirements in Karafuto averaged only 2.2 million tons during the Pacific 
War years and, when shipments were cut sharply in the second half of 1943, 
output was reduced to 2.6 million tons (the peak was 6.4 million tons in 
1941) in 1944. During 1944 surplus miners and mining equipment were 
transferred from Karafuto to Japan proper. In all 7,354 miners, 1,958 load- 
ing coolies and 347 staff were transferred. 

The supply of coal consumed in Japan proper was 14 million tons less 
in 1944 than in 1940-41. This was 30 percent of the actual 1944 coal con- 
sumption. The loss was due almost equally to the reduction in imports and 
to the decline in domestic output. It is probable that the decline in imports 
had the most severe impact since it involved mostly a loss of essential cok- 
ing coal. Admiral Toyoda, head of the Iron and Steel Control Association 
and the last Munitions Minister, when asked, " What was the major cause 
of the drop in steel production?.” replied, “ The most damaging cause was 
the decrease in the importation of coke and coal from North China.” 

Domestic coal production was 8 million tons less in 1944 than in 1940. 
Over the last year and a half of the war, domestic output fell from an aver- 
age monthly figure of 5,113 tons in the last quarter of 1943 to 2,712 tons in 
July 1945. Production plus net imports in July were equivalent to an an- 
nual rate of 32.5 million tons compared to the 1940 peak figure of 65.9 mil- 
lion tons. Domestic output in the first quarter of 1945 was two-thirds of 
peak w'artime quarterly output. A number of factors were responsible for 
the decline. The labor situation during the war had deteriorated rapidly. 
While this wdll be discussed in detail in Chapter 5, a few salient points may 
be mentioned briefly here, hlilitary conscription of coal miners, despite re- 
peated protests by mine operators,*® was not halted until early in 1945. As 
a result the composition of the coal mining labor force was severely weak- 
ened. The percentage of full-time miners fell from 83.6 percent in 1940 to 
58.7 percent in 1944. While Koreans constituted 16 percent of the labor 
force in 1940, the proportion of Koreans. Chinese and POW’s in the labor 

InteiTogation of Toj’oda. Teijiro. No. 10, Tokyo. October 5, 1948, p. 7. 

Oriental Economist, “A Wnr of Coal,” April 1944, p. 166. 
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force rose to 36 percent in 1945. In an effort to hold employees •* wages 
were increased and the average for male employees rose from 3.08 yen per 
day in 1940 to 5,67 yen jxr day in 1944. While the total number of em- 
ployees in the coal mming industry rose from approximately 300,000 at the 
end of 1940 to 420,000 a: the beginning of 1945. output fell and as a result 
per-capita coal outimi dropped fi-om 173 tont per employee per year in 
1940 to 119 tons in 1944. 

Xot all of the decline in per-capita output was due to the watering of 
the labor force. The increased scarcity of e.=?cntial mining and maintenance 
materials, and inability to replace equipment as it wore out, contributed to 
the decline in efBcicncy and uas an important reason for the overall drop 
in coal output. Government allocations of materials were below the in- 
dustiy's requirement- and actual receipt-, e-pecially of steel and cement, 
seldom totaled up to the official allocation.*' As the war was extended and 
materials became increasingly scarce, the di-parity widened. For example, 
in 1941 the industry -tated that it required 185,000 metric tons of rolled 
steel. It was allotted 163,000 tons and actually obtained 111,000 tons. In 
1942 it cut its stated requirements to 150.000. Its allotment, however, was 
slashed to 94,000 tons and it obtained only 66,000. After the president of 
the Coal Control .A-^ociation, just before the 1943 allotment, warned the 
Cabinet that if undermaintenance continued coal output woulil drop sharply, 
the industry’s request for 169,000 tons was reduced to 164.000 tons in the 
allotment but it was actually able to acquire only 63,000 ton-. In 1944, the 
steel shortage became so acute and shipbuilding and aircraft demands so 
urgent that the mdii-try’s reque-t for 159,000 tons was slashed to 92,000 in 
the allotment and it u as actually able to obtain only 33,000 tons. The in- 
dustry’s cement requirements met the same fate. Whereas in 1942 its stated 
requirements were 120,000 metric tons, ijs; allotment 100,000, and the 
amount actually acquired 90,000 ton-, in 1944. because of the sharp decline 
in cement output, due oddly enough to the eement industry’s inability to 
secure coal, the coal industry’s stated cement requirements of 100,000 tons 
were slashed to 55.000 in the government allotment and the industry ob- 
tained only 36,000 tons of cement. Even the industry's tiny requirements 
for rubber, totaling only 800 tons in 1944, were reduced in the government 
allotment to 306 tons and only 256 ton- were acquired. 

As a result of -uch undermaintenance, machinery and equipment break- 
downs multiplied. It wa= reported that in 1944 such breakdowns were six 

9* Officially, labor was frozen, but indifferent enforcement permitted large turnover. 
The Army, to get labor to build airfields and other facilities, not only offered com- 
paratively high wages hut nc\ or inquired too closely into the laborer’s previous employ- 
ment. See Chapter 5. 

’‘^Economic Controls in the Japanese Coni Indvstry, Natural Resources Section, 
SCAP-GHQ, Report No 52. August 21. 1946, p. 20. 
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times the number in 1940, and that the increasing number of accidents 
“ greatly dampened the enthusiasm of the miners.” An interesting in- 
stance of the simultaneous development of declining productivity, increas- 
ing breakdowns of equipment and diminishing receipts of materials, was 
that furnished by the ^Mitsubishi Mining Company for 13 of its largest 
mines. These mines in 1940 produced 13.5 percent of the total coal output 
of Japan proper. The figures were as follows; 


Fiscal 

Year 

Malenals Received* 
^Steef Cement 

Labor 

Employed 

Coal Average 

Produced Output per 
( add 000) * Employee* 

Equipment 

Breakdowns 

1940 .... 

10,499 

11,132 

37,646 

7,712 

205 

2,631 

1941 .... 

11.916 

14,567 

37.1^ 

7, SOS 

210 

3,454 

1942 .... 

11.706 

9,541 

42,678 

7.5S1 

178 

4,521 

1943 .... 

6,414 

10,087 

43,129 

7.541 

175 

6,000 

1944 .... 

3,030 

4,272 

57.763 

6.710 

116 

16,989 


♦ Metric tons. 


On an index basis (1940 = 100) rolled steel receipts fell from 114 in 1941 
to 29 in 1944, cement from 131 in 1941 to 58 in 1944, labor employed rose 
from 100 in 1940 to 154 in 1944, coal produced fell from 100 to 87 over the 
same period, while equipment breakdowns rose from 100 to 608. A number 
of mines closed down toward the latter part of the war due to exhaustion 
of seams, excessive cost of production, collapse of shafts, inability to main- 
tain equipment in operating condition after repeated patchwork repairs. 
The Fuel Bureau reported that 234 mines, mostly small ones, ceased opera- 
tions in 1944. Inability to obtain special materials such as manganese steel, 
used to weld and repair dipper teeth on power shovels, accounted for 
thousands of lost man and machine hours on all types of equipment through- 
out the coal fields.’® Not only did output fall as a result of such develop- 
ments but average costs of production rose from 13.78 yen per ton in 1940 
to 54.26 yen per ton by 1945.™ 

Since coal mines were not located in attacked urban areas, and in view 
of the fact that only two instances of air attack directly on coal mines oc- 


e*‘'Japan’3 Coal Silualion.” by Uyemura, Koshiio. General Director of the Coal 
Control Aseociation, in tlic Xippon Times, Tokyo, September IS, 1945, p. 4. The Japa- 
nese were responsible for the worst coal disaster in world history. On April 26, 1942, 
an explosion at the Honkeiko Colliery of the Manchuria Coal Mining Co. caused the 
death of 1,527 Chinese miners. .All nrroiini of the disaster was suppressed during the 
war until records of the explosion were uncovered by SC.AP investigator's. The most 
serious previous mining disaster occurred forty yeara earlier, on March 10, 1906, when 
a mine explosion at Coiirnieres, Fas de Calais, France, killed 1.110 miners. See The 
Honkeiko Colliery Diaanler, Xatiival Resources Section. SC.AP-GHQ, Report No. 29, 
Tokyo, April 18, 1946. 

9® See Basic Problems o/ the Coal Mining Industry in Japan, Natural Resources 
Section, SCAP-GHQ, Report No. 3, Tokyo, November 14, 1945. 

let) Based on weighted average costs of all 80 members of the Nippon Coal Com- 
pany. Excludes profit and interest on loans. Sianmalion oj Xon-Military Activities in 
Japan, No. 4, SCAP-GHQ. Tokyo. January 1946, p. 206. 
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ciured, both during the final weeks of hostilities, the decline in coal output 
in Japan proper cannot be attributed to strategic bombingd"* The reduc- 
tion in overall coal supply was naturally felt more sharply in Honshu. 
llTiile the total amounts of coal available in Hokkaido and Kyushu declined 
by only 2 and 12 percent respectively between 1940 and the first quarter 
of 1945, the supply in Honshu dropped by almost 50 percent over the same 
period. This condition stemmed, of course, from the fact that Honshu's 
output of low-grade coal never accounted for more than one-quarter of its 
total coal needs. 

The pattern of coal shipments from Kyushu and Hokkaido changed 
materially during the war. The progressive diminution of Japan’s shipping 
capacity forced a larger and larger portion of coal to be shipped by rail 
rather than by vessel. The opening of the Kammon tunnel and the increase 
in the rail ferries between Hakodate, Hokkaido, and Aomori, Honshu, from 
7 in 1941 to 12 by 1945 made this possible. The percentage of all coal 
shipped by rail increased from 2 percent in 1941 to 39 percent in 1944 and 
then rose to 54 percent by June 1945. While it was less expensive and much 
more convenient to transport coal by ship, the attack on shipping forced the 
change. In ilarch 1944. for example, total Hokkaido coal arrivals by sea 
at Tokyo, Yokohama and Kawasaki, had been reduced to about 20 percent 
of the monthly average maintaineil during August-Dccembcr 1942. By the 
end of 1944 they had almost disappeared. 

With Tokyo Bay thus practically closed, the Japanese turned to the 
use of the smaller ports such as Funakawa, Sakata, Xiigata, Fushiki of 
Western Honshu on the Japan Sea. But unloading and coal-handling 
facilities were so poor that shipping piled up and since the government took 
no remedial action, little was accomplished by the use of these ports. Most 
of the Hokkaido coal therefore was shipped to Aomori by ferry and thence 
down the eastern Honshu coast to the main consuming centers by railroad. 
Shipments by rail ferry rose by over 1,000 percent between 1942 and 1945. 
Coal from Kyushu normally moved by ship through the Moji-Shimonoseki 
Straits, through the inland sea to the Hiroshima, Kobe-Osaka-Amagasaki 
and Kagoya areas. The shipping attack and particularly the mine-laying 
campaign drove this traffic onto the railroads. By the first quarter of 1945, 
61 percent of Kyushu coal was being shipped by rail via the Kammon tun- 
nel and an additional 26 percent was moving via small vessels, other than 
steamships. Only 13 percent was moving via steam vessels. Of the total 
freight moving through the Kammon tunnel in the first half of calendar 
1945, coal constituted 72 percent. Oddly, while this shift made the Japa- 

ici For details of tlie air attacks, particular!}' on the lai'ge Miike Mine at Omuta 
in west -central Kyushu, see USSBS, Coal and Meiak in Japan’s tFar Economy, op. at., 
pp. 51-55. 

A second tunnel was completed in October 1944, parallel to the first. Each tun- 
nel had only a single track. Coal moved via the tunnels rose from 400,000 tons in 1942 
to 6,429.330 tons in 1944. 
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nese much more dependent upon their railroads, it did not impose a much 
greater burden on the roads in fiscal 1944 compared to 1943, because of the 
decline in total coal supply and because of the decline in total tonnage of 
all commodities moved. The fact that a bulk commodity like coal had to 
be moved all the way from Kyushu to central Honshu by rail, increased the 
length of the average haul of the railroads from 133 to 160 miles between 
1942 and 1944, and consequently freight train miles rose from 212 million 
in 1942 to 247 million in 1943 and to 269 million in 1944. The decline in 
tonnage carried in 1944, however, held ton miles to 29.6 million in 1944 com- 
pared with 29.1 million in 1943 (23.1 million in 1942) It is probable, 
however, in view of the growing shortage and deterioration of equipment 
and lack of repair materials, and in view of the fact that the Japanese had 
already resorted to various devices to increase the net tonnage per car, such 
as strengthening cars with a third axle, increasing the minimum load, and 
plain overloading, that this W'as the maximum that could be carried. 

An attack upon the railroads in early 1945 would have complemented 
the campaign against shipping and cut off coal supply from the major con- 
suming centers and thereby produced industrial shutdowns on an enormous 
scale. The Japanese had been expecting such an attack because of the 
vulnerability of their railroad system due to geographic conditions and 
were surprised that it had not materialized by the end of the war. They had 
paper plans to replace a number of key bridges with wooden spans but that 
was about all. When questioned on this point, Hoshino, Cabinet Secretary 
and economic plannei' for Tojo, stated that had coal and food from Kyushu 
and Hokkaido been cut off by interdiction of the railroads, further resis- 
tance would have been impossible. Lt. Col. Iwakeshi, Japanese Imperial 
General Staff, Supply Officer, said that the General Staff had been surprised 
at the failure of the I'.S. air forces to attack the railroads instead of the 
factories and that surrender would have come earlier if they had.^“° 

As a result of transportation difficulties, stocks of coal awaiting shipment 
at mines and ports increased and by the end of the first quarter of 1945 
reached 4,036,000 tons.'"' Since this occurred in Hokkaido and Kyushu 


IC3 R&porL on the Operation oj Japanese Government Railroads During 

the War, Transportation Minisliy, Tokj'o, November 1D45, p. 17. 

IM Because of topography iu the building of the railroails. the construction of a 
large number of bridges (3S,000 roughly), retaining walls and ciils were necessaiy. There 
were a number of outstanding bottlenecks and, except iu the urban areas, only one or 
two alternate routes for the main traffic How. Sec The War Against Japanese Trans- 
portation, TJSSBS, Washington, 1947. 

105 R carrier strike in July 1945 put ten of the twelve Hakodate-.\omori rail ferries 
out of operation permanently. In addition a number of motor-driven luggers which 
had been used to transport coal were sunk. The total monthly loss in coal transported 
across Tsugaru Strait as a result of this carrier strike amounted to 120,000 tons. In July 
1945 a command decision was made awarding top target priority to Japanese railroads 
and this was about to be implemented when the war ended. 

tas Summation, op. cit.. No. 5, Tokyo, Febiuaiy 1946, p. 86. 
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mainly, Honshu’s coal position was more difficult than overall production 
or import figures for Japan proper would indicate. If, to the quantity of 
coal produced on each island, there is added the amount received from other 
islands and from abroad and, in addition, that shipped out either to other 
islands or abroad is subtracted, the plight of Honshu becomes more appar- 
ent. Whereas the available supply of coal in Hokkaido (calculated as indi- 
cated above) actually was 2 million tons greater in 1944 than in 1940 and 
in Kyushu was 2.5 million tons less in 1944 than in 1940, in Honshu the 
available supply dropped from 41 million tons in 1940 to 27 million tons 
in 1944. Thus it is clear that the brunt of the decline in coal supply was, 
because of the transportation situation, borne by the industries of Honshu. 
A minor result of the decline of shipping was the drop in coal exports from 
Japan proper (mainly to Korea) from 1.7 million tons in 1941 to 714,000 
tons in 1944. In the first quarter of 1945, coal exports were only 62,000 
tons.*"' 

Coal consumption in Jap.in proper, which had risen from 51.1 million 
tons in 1937 to 66.5 million tons in 1940, declined steadily throughout the 
ensuing war years and in 1944 totaled 52.1 million, or 14.4 million tons be- 
low the 1940 peak. (.See Table 25). While the textile industry was the 

TABLE 23 

Coal Consvvpiiox. J.wan Proper, by Inbusthics, 1937-44 
(in 1,009 metric tons) 


InduMnj ]SS7 lOjO iB!,l 1$^ IBU 

Iron & Steel 6.639 11.439 13,171 13,315 13,652 11,282 

Gas & Coke 2,564 3,945 4,080 3.946 3,804 3,666 

Elec. Power & Light . . . 3,747 5898 4207 5.261 5.077 3.475 

Ceramics 4.287 4,665 3.779 3.457 2,929 2,107 

Chemicals 3,958 7.150 6.572 5803 6.158 4,982 

Fibers & Textiles 6.968 6.724 4,926 3,080 2.109 999 

Food 1,428 1,5(B 1527 1,218 958 757 

Salt 702 625 355 374 362 448 

Railroads 4.126 5568 5.105 6,300 6,960 7,682 

Liquid Fuel 387 603 1.012 1.234 1,820 

Briquettes 1,430 2206 1.780 1.358 1.035 303 

Domestic 4.295 3.897 4.183 3.757 2,934 3545 

Government (Chil) 188 694 505 664 700 468 

Army & Xavy 887 2290 3,325 3.761 3,564 3,486 

Shipbuilding 863 1.970 2.024 2.196 2,459 2,676 

Metal Mining 725 857 952 778 714 583 

Coal Mining 3,649 2,920 2,915 3.195 3,031 3,000 

Ship Bunkering 4,701 3504 2.931 2517 2,010 1,078 

Total 51,157 66.542 62.940 61,992 59.690 52,157 


Source: Japan Coal Company (X^ppon Sekitau IvK.). 

major coal consumer in 1937, with steel ranking second, by 1940 the steel 
industry’s consumption of coal had almost doubled and it accounted for one- 
sixth of total Japanese coal use. Consumption in the chemical industry had 
more than doubled and it too now surpassed textile consumption which de- 
clined slightly. Use in electric power generation reached what was to be 

'04 The Coal Industry o) Japan in Recoal Years, op. oil., p. 10. 
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its wartime peak, in 1940. Shipbuilding use of coal more than doubled and 
Army and NaA'y consumption almost tripled. The decline in the use of coal 
in ship bunkers was only the beginning of a steady downward trend that 
carried throughout the war. In 1944 con.sumption was less than one-quarter 
of the 1937 level, reflecting the decline in Japan’s merchant fleet. Domestic 
consumption declined slightly between 1937 and 1940 and by 1944 experi- 
enced a further moderate reduction. Since civilian coal consumption in 
Japan was already low, it could hardly be slashed further, particularly since 
uses classified as “ domestic ’’ included heating of hospitals, schools, office 
buildings, etc. The per-capita level of civilian consumption of coal in Japan 
was only about one-fifth that in the United States, due to the fact that in 
Japanese homes central heating was almost unknown.*"* Railroad coal use 
rose and in the later war years, in contrast to most other categories, con- 
tinued to increase, due as we have seen to increased reliance upon the rail- 
roads as the shipping position deteriorated. 

The largest decline in coal consumed during the Pacific IVar years oc- 
curred, as might be expected, in the textile industry whose output fell to 
almost nothing.*'"’ Coal consumption by the textile industry in 1944 was 
about one-seventh of its 1940 consumption. Briquette consumption was 
also slashed drastically and substantial declines were aNo registered in the 
food and ceramics (mostly cement) industries. On the other hand, mainte- 
nance of coal supply for those essential war uses which required it was at- 
tempted. The allocation to and con.sumption in shipbuilding was gradually 
increased. Supplies for the Army and Xavy were largely maintained and 
those for the railroads, as was indicated, increased. Coal mining, as was 
to be expected, retained the output it needed. The 1944 cut in supply, how- 
ever, was largely borne by the iron and steel, electric power and chemical 
industries. In the case of the fiivt and last, the decline was due largely to 
the cuts in imports of high-grade continental coal, particularly for coking 
purposes. The decline in consumption of the electric power industry was 
due to a deliberate attempt to save coal by generating more hydroelectric 
power, even to the extent of drawing down storage reservoirs below hitherto 
legally permissible limits. 

The annual total for 1944 consumption fails both to indicate the quicken- 
ing of the decline during the latter half of the year and early 1945 and to 
refiect the fact that with the drop in imports and the difficulty of shipment 
to Honshu, the quality of the coal consumed declined materially. Con- 
sumption dropped from 4.5 million tons in .Iiine 1944 to 3.5 million tons in 
January 1945 and then to 2.2 million tons in July. Furthermore, consump- 
tion in the industrial areas of eastern Honshu fell more rapidly than the 
average for Japan proper. In June 1944 1,025,000 tons were used (exclud- 

108 Movable braziers, knorni a' hibachi, were used for the most part for home heat- 
ing and their consumption of coal was relatively small. 

*'"' See Chapter 6, pp. 387-408. 
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ing railroad consumption), in January 1945, 593,000, and in July, 281,000. 
The decline in quality of the coal used made it necessary to burn increasing 
quantities to obtain the same energy requirements as had been secured in 
previous years with a smaller amount of coal. This was particularly true 
in the iron and steel and chemical industries. It was upon these two indus- 
tries (and upon cement output) that the growing coal shortage had its most 
serious impact. 

Electbic Power 

The decline in coal output had a strange effect upon an electric power 
system primarily dependent upon hydro generation and not upon steam 
plants. By March 1945, in a vain attempt to compensate for the sharp 
drop in output of steam plants, the meager storage reservoirs were drawn 
down to a point where no further energy could be obtained from them. 
Only the advent of an abnormal rainfall and the elimmation of a consider- 
able segment of demand, as industries ran out of materials and due to urban 
air attack, brought supply and demand back into balance at a new low 
level. 

The Japanese total of all electric generation reached a peak of 38.4 bil- 
lion kwh. in 1943, compared with top output of 230.7 billion kwh. in the 
United States in 1944.“** Thus .Japanese output at its highest was only 16 
percent of the United States peak. This was a relative loss of position be- 
cause in 1936 Japanese power generated was 21 percent of U.S. output. In 
Japan, 78 percent of the power was hydro generation and 22 percent steam 
in contrast to the reverse situation in the United States where 70 percent 
was steam generated and 30 percent hydro. 

The mountainous character of most of the country and the relatively 
poor quality of its coal were mainly responsible for the greater development 
of hydro generation facilities. There are a large number of small rivers in 
Japan and the hydro stations are, for the most part, stream-flow plants, 
although four groups of installations which are fed from seasonal storage 
reservoirs are the e.\ceptions. There are no large rivers and as a result most 
of the hydro plants are small. The largest hydro station in Japan proper is 
a stream-flow plant on the Shinano River. It has a capacity of 165,000 kw., 
the largest annual generation of any hydro plant in Japan proper, but ac- 
counted for only 2.7 percent of total annual power output. In contrast, the 
Suiho development on the Yalu river bad an installed capacity of 600,000 
kw. The public utility hydroelectric system in Japan in 1945 consisted of 
some 1,438 hydro stations with a capacity of 5,921,464 kw., or an average 
capacity of 4,118 kw.”- 

Detailed statistics on power generated bj' districts in Japan may be foimd in 
Homjio Keizai Tokei, Vol. II, Bank of Japan, Tokyo, January 1947. p. 39. 

rtt Including internal combustion. ’ 

tts There were, in addition, 69 private hydro plants with a capacity of 236.635 kw. 
Sec Summation oj Non-Military Activiliei fn Japan, Tokyo, No. 3, December 1945, 

p. 102. 
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The main island of Honshu has noncoincidental water conditions on 
either side. Of a total precipitation of from 40 to 100 inches per year, the 
greater amount falls in the form of snow in the mountainous regions of the 
western side of the island during the winter and early spring, from about 
November through March. On the other hand the eastern, industrialized, 
side of the island receives its maximum rain during the suiraner and autumn 
and has a three months dry season, from about January through March.^** 
Because of this dry season and the lack of developed water storage, to 
supply industrial consumers with power throughout the year in this area, 
it was necessary to supplement the hydro system by steam plants. Prin- 
cipal steam-electric power plants are located in the Kanto-Tokai-Kinki 
areas, around Tokyo, Yokohama, Nagoya, Osaka, and Kobe. There were 
117 steam-generation plants in the public utility system, and these provided 
2,903,277 kw. of electric capacity.^** Steam-electric generation by the pub- 
lic utility plants, however, was only 18 percent of the energy produced by 
the system in 1943. Steam generation in Japan, perhaps because of the 
poorer quality coal, was less efficient than that in the United States. A 
metric ton of coal in Japan in 1943 produced 1,624 kwh. while in the United 
States it generated 2,086 kwh. 

Developed water storage was unusually small for several reasons. The 
building of reservoirs was retarded because of the reluctance to sacrifice 
arable land in the use of river valle 3 rs for water storage. There was also 
fear of impounding large volumes of water in regions subject to severe and 
frequent earthquakes. Furthermore, irrigation, which is used extensively 
throughout Japan, prevents the full utilization of reservoir storage capacity 
because it has prior rights to water diversion and requires the maintenance 
of reservoir levels. As a result the reservoir capacity was small, represent- 
ing only stored energy of some 800 million kwh., or only 2 percent of an- 
nual generation if fully used once a year. The capacity of all plants utiliz- 
ing stored water was 350,000 kw. or 6 percent of installed hydro-electric 
capacity. 

The facts of the previous paragraph will help in part to provide answers 
to questions such as, " Why did the Japanese not develop their water power 
resources further during the war years? ” and “ Why did they not extend 
the use of hydroelectric power in war plants to reduce the demand for coal? ” 
There are other answers as well. In few other fields did performance fail 
so markedly to come up to planning as in electric power. The Japanese 
were greatly encouraged by their power expansion during the thirties and 
in 1938-39 laid plans for a doubling of output over the ensuing five years. 
Generated electric power from all sources had risen from a little over 15 

HSSee Hydrology oj Japan, Natural Resourcea Section, SCAP-GHQ, Report No. 
43, Tokyo, July 1, 1946. 

11* In addition there were 165 private industrial steam-electric plants with 1,045,990 
kw. capacity in Japan in 1945. 
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billion kwh. in 1930 to 35 billion kwli. by the end of 1939. Output had 
doubled by early 1937 and the Japanese reasoned that if it were possible to 
double output in six years without much government assistance, it would be 
possible to double it once again in five years with government stimulation. 
As a result, a detailed plan was worked out to expand capacity to permit 
production of 60 billion kwh. by 1943. The goals of the 1938 plan were 
enlarged in 1939 but as a result of the drought and power shortage that 
year, the revision of the plan in 1940 reduced the anticipated new capacity 
by one million kw. Even so, the 1940 plan contemplated the use of 830,000 
tons of steel, 32,000 tons of copper, 15,000 tons of aluminum, 49,000,000 tons 
of coal (9.8 million tons per year! and 3,620,000 tons of cement in planned 
expansion over the ensuing five years. By early 1943 even the reduced 
program was far behind because of lack of materials and manpower.^*^ 
Cement was short and in great demand by higher-priority industries. The 
Munitions Ministry refused to allot any aluminum or copper to the power 
industrj' for new construction and the program was abandoned at the end 
of 1943. At the time, plants aggregating 672,072 kw. capacity were under 
construction, some of which were almost completed. Subsequently the 
Ministry relented and permitted a few of the plants which were almost fin- 
ished to be completed. A number of reseiwoirs were also under construction 
at the time. They would have pemitted a power increase due to storage 
(on the assumption that all effective storage would be utilized once a year) 
of 869 million kwh. They remained classified as “ under construction " at 
the end of the war on the records of the Electric Power Bureau of the Min- 
istry since they would have required 13.3 million man-days of labor to 
complete, as well as 25,300 tons of steel and 1,2 million tons of cement.*^ 
The growth of generating capacity in Japan is shown in Table 26. It 

T.ABLE 26 

Electkic Generiting C.ipacitt Pbopeb, 1937-44 

(in 1.000 kw.) 


Year Hydro Thermal^ Total 

1937 3,977 3,299 7,276 

1938 4,245 3.315 7,580 

1939 4,677 3,637 8,314 

1940 5,127 3,960 9,087 

1941 5.368 4,090 9,458 

1942 5,652 4,156 9308 

1943 5,886 4,116 10,002 

1944 6,057 4,063 10,120 


“ Includes public utility, lailway, and private plants. 

•■Thermal includes Diesel (approximately 100,000 kw. in 1944). 
Sniirce: Electric Power Bureau, Ministry of Commerce and Industiy. 


Sec Hydroelectric Power in Japan, Natural Resources Section, SCAP-GHQ, Re- 
port No. 39, Tokyo, June 12, 1946. 

tteXhe Five y ear Electric Power Plan, a summary by the Electric Power Bureau 
of the Ministry of Commerce and Industiy, Tokyo, 1946. 
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is to be noted in interpreting the figures in this table that there were two 
million kw. of hydro and 700,000 kw. of steam capacity under construction 
at the time the plan was inaugurated and completion of these had nothing 
to do with the fulfillment of the plan. It was just as well that material re- 
strictions prevented the carrying out of the plan since a large part of the 
anticipated increased industrial demand upon which it was based never 
, materialized either. On the other hand greater availability and use of hydro 
power (assuming a corresponding increase in reservoir storage capacity) 
would have lessened the industrial demand for coal. 

At the height of its wartime growth in 1944, generating capacity in Japan 
proper was 10.1 million kw., or 68 percent of total capacity of the empire. 
Outside the home islands, in Korea, Manchuria, Occupied China, and For- 
mosa, the Japanese controlled power facilities with 4.1 million kw. capacity, 
2.2 million hydro and 1.9 steam, which generated in 1944 an estimated 13.2 
billion kwh., or 41 percent of home islands’ production. Power resources 
available in 1944 in the overseas areas, including the Yalu RK’er, which 
divides Korea from Manchuria and supplies power to both countries, was 
as follows: 


Hydro Capacily Thermal Capacity Million kwh. 
(IflOOkw.) (1,000 kw.) generated 


Formosa 250 55 1.340 

Korea 1,110 30 2,887 

Manchuria 316 1,070 3,900 

Yalu Hiver plant 600 .... 3.279 

Occupied China 750 1^38 

Total 2.276 1,905 13,244 


Since the goal of the five-year development plan, for Manchuria alone, 
inaugurated in 1937 and subsequently revised, was 2.6 million kw., and 
since the Suiho project was to generate 640,000 kw. by the end of 1942 and 
over 1 million kw. by 1945,“® it is clear that goals on the continent were 
not met any more than they were in Japan proper. However, in view of 
the fact that anticipated demand, such as that in the synthetic oil industry, 
for example, did not materialize either, this had no effect on the war pro- 
gram. As a matter of fact, the Chief of the Tokyo Branch of the Manchuria 
Electric Company stated that due to the slower-than-anticipated industrial 
development in Manchuria during the war, excess power was available. 

In Japan proper, the Japan Electric Generation and Transmission Co. 
(Nippon Hassoden) , a national policy company, accounted for 67 percent 
of electric power generation in 1943.“® Its subsidiary distribution com- 


Estimated by Electric Power Division, TSgBS. See The Electric Power In- 
dustry ol Japan, Washington, 1945. Appendix 1, " Elec tric Power in Japanese Territories 
Outside the Home Islands,” p. 94. 

118 For a detailed description of plans tor the Suiho project, see Oiienlal Economist, 
November 1941, p. 563, and June 1943, pp. 268-69. 

118 The Electric Power Control Law (No. 77) of April 6, 1938, gave the govern- 
ment authority to contral the generation and transmission of electric power. A na- 
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panies (the nine “ Haidens ”) also had generation facilities and accounted 
for 22 percent of the total. Private industrial plants accounted for 10 per- 
cent and the Imperial Government Railways for the remaining 1 percent. 
The Hassoden was controlled by the Electric Power Bureau of the Muni- 
tions Ministry and heavily subsidized by the government. This was done 
to hold rates down, encourage the consumption of power and lessen de- 
pendence on coal. The extent of the subsidy may be seen in the following 
table (in thousands of yen) : 


Fiscal Term G 

Earnings With- 

Government 

Earnings 

Months Ended 

oul Subsidy 

Subsidy 

with. Subsidy 

Sept. 30, 1939 . . . 

-14,759 


14,759 

Mar. 31, 1940 . . . 

- 7,783 

21,207 

13,424 

Sept. 30, 1940 . . . 

14,801 


14,801 

Mar. 31, 1941 . . . 

- 3,087 

16,478 

13.390 

Sept. 30, 1941 . . . 

17,339 

3,639 

20,978 

Mar. 31, 1942 ... 

34,538 

"360 

41398 

Sept. 30, 1942 . . . 

46,556 


46,556 

Mar. 31, 1943 . . . 

14,623 

31,671 

46,294 

Sept. 30, 1943 . . . 

46.557 


46,557 

Mar. 31, 1944 ... 

22,363 

31332 

53,595 

Sept. 30, 1944 ... 

14.254 

39,815 

54,069 

Mar. 31, 1945 ... 

-22,791 

78,039 

55,247 

Sept. 30, 1945 ... 

-37,964 

81,928 

43,981 


Source: Nippon Hassoden 120 

Yet despite this degree of subsidization the outstanding feature of elec- 
tric power consumption during the war years was its failure to grow. In a 
period when American power sales were climbing from 140 billion kwh. in 
1941 to 186 billion kwh. in 1943, the year that Japan reached the height of 
her consumption, the use of power in Japan remained relatively constant. 
The comparable Japanese figures were 30 billion kwh. consumed in 1941 and 
31 billion kwh. in 1943. In percentage terms over this period, American 
sales climbed 33 percent; Japanese consumption grew 3 percent. American 
growth continued through the following year, 1944; Japan, however, never 
regained the 1943 peak, and her power use declined in the year ending 
March 31, 1945, to a point slightly lower than its 1941 position. Japan 
could have increased her production of kilowatt hours over the 1943 level 
insofar as the capacity of her hydro generation was concerned. One of the 
factors, which made Japanese industry reluctant to convert to power even 
in the period when production w'as expanding and it would have been pos- 
sible, was the scare of a power shortage in late 1939-40, and the psycho- 
logical impact of the government’s subsequent curtailment program. A 
drought in the winter of 1939, which forced water in streams and reservoirs 
to new low levels, coincided with administrative difficulties encountered by 

tional policy company, Nippon Hassoden, was established and began operation in April 
1939. The government required utility companies to surrender generating and trans- 
mission facilities to Nippon Hassoden in exchange for its securities. 

120 For a description of the early financial problems of Hassoden, see Oriental 
Economist, February 1943, pp. 66-67. 
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the newly-organized Nippon Hassoden in securing sufficient additional sup- 
plies of coal to provide steam-generated power to meet the deficit. A pro- 
gram of voluntary conservation was initiated. It was the opinion of U.S. 
engineers who surveyed the scene in Japan after the war that Japan was not 
in serious danger of an electric power shortage after 1939 until the closing 
months of the war, when there was an extensive draw-down of water stor- 
age, in an effort to save critical coal. Nevertheless, the Japanese adminis- 
tered their power system all through the war- as though a shortage was 
imminent. 

Voluntary curtailment was shortly replaced by an ordinance which em- 
powered the Minister of Commerce and Industry to regulate the use of 
electric power. Two approaches were adopted to curtail consumption: one 
was to prohibit some uses such as neon lights, advertising signs, air condi- 
lioning, elevators (except hospitals, freight and in buildings over five 
OTries) , etc., while the other was to establish monthly quotas for ordinary 
electric lighting in all places, and for heating and electric motor uses in 
shops, restaurants and amusement places, where such uses were necessary 
to continue business, such as photo studios, theatres, etc. Enforcement of 
this quota system was by imposition of a penalty charge for each kwh. in 
excess of the quota. A preferential group of industries was established con- 
sisting of munitions, shipbuilding, aircraft, coal mining, light metals, and a 
second priority group of all “ planned ” industries not in the first group. 
No curtailment of power was required in either case but both were notified 
of the degree of reduction that would be expected in the event of emergency 
shortages.'-^ Concurrently, the power companies undertook a revision of 
their principal power supply contracts setting up emergency clauses which 
permitted the electric utility to cut specified proportions of the load in times 
of shortage. In the face of such actions, there .seemed to be little purpose in 
switching to the use of electric power. 

Only 130 miles of Japanese railroads were electrified, the sections be- 
tween Tokyo and Numazu (a distance of 78 miles) and between Kyoto and 
Akashi, just west of Kobe (a distance of 52 milesl The paradox of a 
country potentially abundant in hydro-electric power and with a rail pro- 
file ideally suited for the use of power, utilizing instead steam power almost 
exclusively, is to be explained partly on the gi’ounds of military necessity 
and partly because of fear of recun-ent power shortages. Railroad officials 
testified that they had tried to electrify tlicir main trunk lines but that the 
military had opposed such plans because of fear that the rails would be that 
much more vulnerable to interdiction and that the Cabinet had upheld the 
military, adding as a reason that power supply was too dependent on rain- 
fall. 


121 See " Procedures Eegulatiug the Adjustment of Electric Power” by Shige, 
Tatsuo, Keizai Taseiho Nempo, 1942, Tokyo, p. 260. 

122 fhe IPor Agaiml Japmese Transportation, op. cit., p. 74. 
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In the peak year of power consumption in Japan, 1943, the largest user 
of electric energy was the iron and steel industry, with 17 percent of the 
total. The chemical industry was second with 13 percent, aluminum third 
with 10 percent, and coal fourth with 7 percent. This is in slight contrast 
to the United States where in 1943 the chemical industry ranked first with 
iron and steel next. Reflecting the comparative lack of change in energy 
consumption as a whole, categories of use in Japan did not shift signifi- 
cantly. Some increases occurred, however, in shipbuilding, aircraft, steel 
and aluminum. Shipyard consumption (which includes repair) rose from 
.69 percent of the whole in fiscal 1941 to 1.32 percent in fiscal 1944. Air- 
craft use climbed from 2.10 percent in 1942 (1941 figure not available) to 
5.93 percent in 1944. Due principally to the growing proportion of special 
(electric) steel to total steel output, the steel industry’s requirements rose 
from 13.20 percent of power consumed in Japan in 1941 to 20.36 percent in 
1944. Aluminum and other light metals took 6 percent in 1941, increased 
to 10.4 percent in 1943, and then fell to 8.9 percent in 1944 reflecting the de- 
cline in aluminum output. The decline in consumption in the cement in- 
dustry from 2.3 percent in 1941 to 1.4 in 1944 reflected the inability of the 
industry to obtain coal, though power consumption by the coal industry re- 
mained stable. The decline in the use of power in the chemical industry 
was due to the drop in the output of chemical fertilizer. Aside from the 
slight increase in total consumption which occurred between 1941 and 1943, 
the gains noted came largely at the expense of “ other large consumers ” 
which included textile companies, food proces.sing companies, etc., and small 
consumers and electric light seiwice. 

The Japanese, with hydro capacity installed for full utilization of rainy 
season stream flows, were limited by the ability of the hydro plants to gen- 
erate energy during the dry season rather than by ability to carry maximum 
peak loads. It was for this reason that steam plants were installed around 
the principal industrial areas. Measured on the basis of power consump- 
tion, these were the Kinki and Kanto districts of Honshu. Honshu ac- 
counted for 77 percent of the power consumed in Japan proper in 1943, and 
the Kinki and Kanto areas accounted for over 50 percent of the power con- 
sumed in Honshu. The distribution of steam plants eoreesponded to this 
pattern. By capacity 75 percent were in Honshu and of these 50 percent in 
Kinki and 19 percent in Kanto. Coal for the Kinki plants came from 
Kyushu via ship through the Inland Sea to Osaka or Kobe. With the inter- 
diction of shipping the Japanese were forced to ship it by rail via the Kam- 
mon Tunnel. Kuel for the Kanto area came by ship from Hokkaido to 
Yokohama. Coal consumption in the drought year of 1939 reached a record 
high of 6.4 million tons. In 1943, the year of greatest wartime generation, 

ras The three Amegasaki steam plants alone had a capacity of 765,000 kw. or one- 
quarter of the capacity of all steam plants in Jaijan. (Amagasaki is located on Osaka 
Bay, between Kobe and Osaka.) 
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it totaled 5.0 million tons. The growing shortage of coal brought this down 
to 3.4 million tons in 1944. Coal in storage at all Hassoden plants was 1.1 
million tons in May 1942 — a three months supply at the average monthly 
rate of consumption in 1942 — while in February 1945 stocks were down to 
224,000 tons, which represented only two weeks supply at the then existing 
rate of consumption. Whereas in March 1944 the steam plants consumed 
524,561 tons of coal and generated 637 million kwh., in March 1945 they 
consumed 115,909 tons and generated 129 million kwh.^®* Maximum war- 
time load of Japan is estimated to have been approximately 6.5 million kw., 
of which nearly 6 million kw. was carried by the public utility system. 
During dry seasons (Januaiy-March) steam electric stations of Nippon 
Hassoden were called upon to carry approximately 1.5 million kw. of load, 
■which decreased to less than 800,000 k-w. in the wet season. At the height 
of the dry season in March 1945, the steam plants were able to carry only 
half their customary load. To compensate for this, the hydro storage 
reservoirs were drawn down to maintain power output. They ■were drawn 
down to the minimum licensed levels and then the government granted per- 
mission to reduce them to the lowest necessary levels regardless of the effect 
on irrigation and fish resources. With a maximum storage capacity of 813 
million kwh., the reservoirs held 685 million kwh. in December 1944 and 
tills was drawn down to 85 million kwh. in March 1945. This compares 
with a draw-down to 294 million kwh. in March 1944. Only the advent of 
early hea^vy rains and a greater decline in demand forestalled a power 
shortage. 

In August 1945, coal consumption by steam plants was only 20,815 tons 
and output 19 million kwh. This was only 3 and 2 percent respectively of 
the 676,015 tons of coal consumed and 850 million kwh. of power produced 
in the peak month of January 1943, or for purposes of seasonal comparabil- 
ity, 7 and 5 percent re-pectively of the coal consumed and power output in 
August 1943. The decline in the load cuiwe for public utility hydro plants 
during the first half of 1945 was particularly severe. Total generation ■was 
down to 45 percent of August 1943. An index of the Economist, recalcu- 
lated after the war, indicated power output in August 1945 at 58.5 (1935 = 
100 ).“= 

The electric power .-ystem of Japan was never a primary target of air 
attack. Although 1.5 million kw. (one-seventh) of its generating capacity 
was destroyed by bombing and ■-trafing, almost all of this loss was a by- 
product of attacks on urban areas. Damage to the generating stations was 


Perhaps as significant as the decline in supply was tlie decline in quality of coal 
obtained. When plants were forced to switch from the better-grade coal of Hokkaido 
and Kyushu to the lignite of Honshu, repair requirements increased but steel for boiler 
parts could not be obtained. See Quality and Uses o/ Japanese Coal and Lignite, Na- 
tural Resources Section, SCAP-GHQ, Preliminarj' Report No. 3, December 31, 1946, p. 8. 

125 Adjusted for seasonal variation. Oriental Economist, February 2, 1946, p. 57. 



180 


japan’s ECONOAIA" IN WAR AND RECONSTRUCTION 


concentrated in the steam electric field, since these were the larger plants 
nearer or in the cities, while the hydro plants were smaller and scattered. 
More than a third of all steam electric capacity in Japan was put out of 
sendee, but there was no coal to operate this capacity anjTi ay and, more- 
over, by the time the damage to the generating stations occurred, the de- 
mand for electricity had declined so sharply that by August 1945 Japan had 
at least twice the generating capacity required to carry her reduced loads.^-® 

Chemicals 

Under the triple stimuli of greatly increased consumption of fertilizer, 
increased textile output and military demands, the chemical industry ex- 
panded sharply during the thirties. Monthly output of ammonium sulphate 
rose from 22,167 metric tons in 1931 to 103,500 metric tons in 1941. Am- 
monia production expanded seven-fold and nitric acid production eight-fold 
over the same period. Sulphuric acid production rose from 60,000 metric 
tons per month to over 200,000 tons from 1931 to 1940. Output of explo- 
sives increased twenty-five-told. Production of methanol rose from 26,000 
gallons to 7,080,000 gallons; of toluol from 154,000 gallons to 2,257,000 gal- 
lons. The outbreak of the Pacific War, however, brought this period of 
overall expansion to an end. Thereafter, for reasons to be made evident in 
the following pages, output of basic chemicals, particularly those used for 
fertilizer, declined, while chemicals essential to production of explosives, 
propellants, fuel, etc., were maintained and in a few cases raised until 1944. 
Chemicals which serve essential peacetime purposes, such as textile dyes, are 
at the same time basic to the production of explosives.'^'’ Chemicals serving 
as fertilizers may, with slight changes in processing, be quickly converted 
to many wartime needs. In adaptability, the chemical industry led most 
others in the ease with which the shift from peacetime to wartime produc- 
tion was accomplished. 

See The Japanese Electric Power Industry, op. dl., p. 27. 

i-i The export boom of the mid-lhirties led to a sharp expansion in the production 
of di’estuffs since they were utilized in cotton and rayon goods production. The prin- 
cipal raw materials of dye production are identical with those used in the manufacture 
of three of the most important military exploaves— TXT (Trinitrotoluene), tetryl 
(Trinitrophenylmethylnitramine), and picric acid (Trinitrophenol). The high explosive, 
picric acid, is, in fact, also a fast yellow dye for silk and wool. Dimethylaniline and 
dinitrochlorobenzene, which are both easily convertible to the high explosive, tetryl, are 
at the same time very important dye intermediates. Other dye intermediates may be 
used directly as explosives. In similar fashion dye technology and aromatic-explosive 
technology are almost identical. Unit operations such as nitration, sulfonation, chlorina- 
tion, hydrolysis, and acid recovery are common to both dye and explosive plant prac- 
tices. Dye plants can also supply plasticizers and stabilizers for use in compounding 
smokeless powders. It is not strange, therefore, that the government through subsidy 
and protection favored the dye industry even after the production of textiles began 
to be severely restricted. It is known now that this industry served as the training 
ground for development of Japanese chemical warfare technology. 



PILLARS OF THE E(X»'OMY 


181 


Despite the rapid growth of the Japanese chemical industry in the 
thirties, at the outbreak of war in 1941 it was small compared with that 
of the United States. Only in two ba,sic fertilizers did Japanese output in 
1941 exceed United States. Japan produced 184 percent of U.S. output of 
ammonium sulfate and 108 percent of our calcium carbide production. She 
produced only 37 percent of the sulfuric acid, 21 percent of the caustic soda, 
5 percent of the soda ash, 28 percent of the nitric acid, 36 percent of the 
organic high-explosives, 14 percent of the industrial explosives, 6 percent of 
the toluol and benzol, 11 percent of the methanol and ethyl alcohol, and 15 
percent of the chlorine output of the United States. This was particularly 
significant in view of the fact that the U.S. chemical industry in 1941 had 
yet to experience its wartime expansion whereas the Japanese chemical 
industry on the whole reached its high-water mark in 1941 and declined 
thereafter. Fm'thermore, the Japanese chemical industry lagged techno- 
logically behind the United States. Much of its more specialized equip- 
ment had been imported and when it wore out later in the war it could not 
be replaced. During the Pacific War the chemical industry’s steel allot- 
ment was cut to 10 percent of its pre-war requirements and equipment 
deteriorated. Early in the war the Japanese built hydrogen peroxide con- 
centrators of stainless steel, at Yokkaichi, only to have the metal decom- 
pose the hydrogen peroxide. Later in the war a lack of corrosion-resisting 
metal forced substitution of ordinary steel in nitric acid production and the 
resultant severe corrosion of the equipment led to a decline in nitric acid 
output. Japan required 1,012 man-hours to produce a ton of single base 
smokeless powder. The United States required 5.5 man-hours. Japanese 
TNT plants required 11 hours per operating cycle; United States plants 
gave higher yields in 40 minutes. They required 272 man-hours per ton of 
TNT; the United States needed only 10. In 1941, with a total autoclave 
capacity almost equal to that of the United States and a larger operating 
staff, Japan’s tetraethyl lead industry never exceeded 5 percent of U.S. 
production. 

Essential to production of fertilizer, and explosives as well, is the fixing 
of nitrogen. The fixation of atmospheric nitrogen is accomplished by caus- 
ing the niti'ogen to react with calcium carbide to form calcium cyanamide 
or with hydrogen to form ammonia, the two procedures being known as the 
cyanamide and the synthetic ammonia processes, respectively. Normally, 
most of the ammonia was converted, in Japan, to ammonium sulfate, by the 
use of sulfuric acid. Almost all the ammonium sulfate, as well as the cal- 
cium cyanamide, was used as fertilizer. The remainder of the ammonia is 
converted to nitric acid, the basic chemical in the production of explosives. 
Nitric acid was originally obtained entirely by the treatment of imported 

128 See “The Hise of the Chemical Industries in Japan,” by von Waldheim, H., in 
Far Eastern Survey, September 9, 1936. 
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sodium nitrate with sulfuric acid, but with the growth of the synthetic 
ammonia industry, ammonia became the chief source of nitric acid.^“ 

It is apparent that there is implicit in these relationships n basic con- 
flict between civilian (agricultural) and militaiy (explosives and propel- 
lants) use of nitrogen should the total supply shrink below the level neces- 
sary to supply both adequately. This condition developed in both Japan 
and Germany during the war. A catastrophic drop in nitrogen output in 
Germany, largely as a result of air attack, brought production by early 1945 
down to less than 15 percent of the pre-raid level. Iilontlily production was 
reduced from 86,100 tons to 8,000 tons in 10 months. Yet the Germans con- 
tinued to allot a substantial percentage to agriculture. Late in 1944 the 
Speer iilinistry drew up a list of minimum requirements for nitrogen, calling 
for a monthly allocation of 45,000 tons, of which 20,000 were to be used for 
explosives and powder, 17,000 for fertilizer, and 7,500 tons for a variety of 
needs in essential industry. .4t the time, because of the invasion, Germany 
was in great need of explosives. Y'et in every month after .June 1944, when 
powder and explosives plants were getting less than their 20,000 ton require- 
ment, agriculture continued to receive substantial amounts of nitrogen.*^ 

In Japan, on the other hand, there was little debate. The issue was re- 
solved wholly in favor of the military. They obtained what they needed 
despite a sharp decline in total supply, and agriculture took what was left. 
The Agriculture ^Ministry protested periodically but it did no good. As a 
matter of fact, the Army seized a substantial part of the potato crop in the 
last year of the war, when the food supply was critical, to produce ethyl 
alcohol, when sugar from Formosa was cut off. Civilians were offered the 
waste Abel'S, which remained after fermentation, as food. 

The total nitrogen supply fell from a peak of 429,026 tons in 1941 to 
244,992 tons in 1944, a decline of 44 percent. Output fell from 116,837 tons 
in the first quarter of fiscal 1941 to 33,402 tons in the first quarter of fiscal 
1945. Since the decline was a steady one throughout the war years, it can- 
not be attributed to air attack. Deterioration of cquijnnent and lack of 
steel and replacement seem to have been major factors in the decline. In 
addition, the shortage of coke and the lack of shipping played a part. 
Japan’s chemical industry was concentrated largely in a hundred-mile circle 
on the shores of northern Kyushu, southern Honshu and southwestern Shi- 
lls To conserve space and (o prevent long dcviallons from the basic account of war- 
time developments, only very brief statements of chemical interrelationships and proc- 
esses, essential to an understanding of the statistics presented, are given. For a detailed 
discussion see Chemical Industries of Japan, Foreign Economic Administration, Wash- 
ington, April 1945, declassified by authority of C. C. Stelle, Department of State, Janu- 
ary 8, 1947; also Davis, L., Chemistry of Powder and Explosives, John Wiley & Sons, 
Xew York, 1943. 

ISO Ejects of Strategic Buvibing on the German War Economy, USSBS, Wash- 
ington, October 1945, pp. 85-90. 
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koku.*®* Ships plied back and forth behveen Yawata, Nobeoka, Niihama, 
Ube, Shimonoseki, Minamata, Omuta, etc., with raw materials, intermedi- 
ates and finished products. The growing stringency of shipping obstructed 
production. As total nitrogen supply fell, the amount of ammonia used to 
produce niti’io acid increased from 19 percent in 1941 to 43 percent in 1945, 
while the share used for ammonium sulfate fell from 81 percent to 57 per- 
cent over the same period. 

Production of 98 percent nitric acid in Japan proper rose from 8,676 
metric tons in 1931 to 98,385 in 1941, and then reached an annual peak of 
125,968 tons in 1943.'®- On a monthly basis the peak came in March 1944. 
At that time 90 percent was being allotted to the Army and Navy and 10 
percent to so-called “ civilian ” uses, which were, of course, mainly indirect 
military uses. Peak Japanese output was less than 35 percent of U.S. 
production and for the entire year, 1944, was only 21 percent of the U.S. 
total. Production in Korea and Manchuria combined was only 2 percent of 
that in Japan proper. An elaborate five-year production expansion pro- 
gram for nitric acid had been adopted in early 1942 which contemplated an 
average monthly output in 1944 of 23,800 tons of 98 percent nitric acid. 
This was to be based upon a 21,100-ton allotment of steel in 1944 and since 
only 14,500 tons were allotted, though not delivered, to the entire chemical 
industry that year, it is not surprising that actual production was only 40 
percent of that planned. Production fell off after the March peak. A year 
later, in March 1945, it was 7,238 tons, and 2,196 tons in July or 17 percent 
of the previous year’s peak. The Chemical Industry Control Association 
attributed the decline from March 1944 to April 1945 to corrosion of equip- 
ment and lack of replacements, and the drop thereafter to general economic 
disruption. A “ maintenance ” crisis occurred in February 1945 and at the 
time the Army promised more steel from its allotment, but the promise was 
never kept. 

Most of the high explosives used by the Japanese were made by the 
action of nitric acid on organic compounds, such as the coal tar derivatives, 
benzol, toluol, picric acid, napthalene, cellulose made from wood pulp or 
short staple cotton, etc. Nitroglycerine, made by nitration of glycerine, 
was used as a component of double-base powders and as a component of 
dynamite. Formaldehyde, obtained from methanol (methyl alcohol) , with 
ammonia forms an intermediate product which on nitration yields the ex- 
plosive, hexogen. Formaldehyde with acetaldehyde, derived from acetic 
acid, calcium carbide or ethyl alcohol, forms an intermediate which is 
nitrated to produce the explosive PETN. Such explosives are of significance 

'31 With the exception of sulfuric acid plants which were scattered all over the 
home islands. 

152 Hompo Keizai Tokei (Economic Statistics of Japan), Bank of Japan, Vol. 11, 
Tokyo, January 1947, p. 34. 
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because they have important military use but are not based on coal-tar 
derivatives. 

R'oduction of these various chemicals essential to potvder and explosives 
production was maintained in essentially the same fashion as the common 
ingredient, nitric acid. For example, the output of methanol (methyl alco- 
hol), essential to the production of the high explosives, he.xogen and trinitro- 
anisol (TNA) , used in the production of plastics, and usable as an aircraft 
fuel, rose to a peak of 10,760,0(K) gallons in 1944.*“ The monthly peak was 
reached in April 1944. The decline thereafter was attributed to lack of 
supplies of high-pressure pipe. eompre=sor.-. and other equipment. Since 
methanol was being used as a fuel for trainer aircraft to compensate for the 
lack of aviation gasoline, uhen the decline in methanol output >et in, a large 
synthetic ammonia plant wa« converted to the production of methanol and 
a secondary peak in its output was reached in November 1944. Lack of 
coke, however, resulted in a subsequent decline in output. 

The coal tar derivative', benzol and toluol, were used in Japan in peace- 
time as the basis for an exteii'ive -eries of dyes but during the war benzol 
was used as a raw material in the manufacture of the explosives picric acid, 
hexyl, tetryl, and TN.\, nhile toluol wa- u«ed in producing TNT. Both 
were derived from high-temperature caibonization of coal, or coking prin- 
cipally in conjunction with iron and steel plant' and gas works. There was 
no new construction of such by-product coke ovens during the war for 
chemical purposes though greater attention was paid to the recovery of de- 
rivatives essential for explo-ive' production. Output of benzol rose from 

8.441.000 gallons in 1940 to an annual peak of 10,317,000 gallons in 1943. 
The peak quarterly output came in the period January-March 1944 and the 
decline thereafter, due largely to decreased coking activity, brought produc- 
tion in the January-hlarch 1945 quarter down to one-half of the previous 
year’s peak. Production of toluol rose from 154,000 gallons in 1931 to 1,- 

869.000 gallons in 1940 and then to an annual peak of 2,776,000 gallons in 
1943. Peak monthly output came in ilarch 1944, and the decline there- 
after was also attributable to the decrease in availability of coke. Output 
in March 1945 was a little less than half of the peak a year previously and 
by July 1945 output was only 15 percent of the 1944 peak. .Lt the monthly 
peak in 1944 output of both benzol and toluol were only slightly more than 
2 percent of U.S. production. The drop in toluol and benzol output 
threatened explosives production but apparently did not actually affect it 
until April 1945. Benzol could be used as liquid fuel and production at peak 
levels would have been of marked usefulness in supplementing dwindling 
aviation fuel supplies. In June 1945 the .Japanese army belatedly requested 

A detailed tabulation of the statistics of the Japanese wartime chemical industry 
may be found in Appendk C. Tables 57-89, of The Egecis of Strategic Bombing on 
Japan's War Economy, published fay the US. Goiemment Printing Office, Washington, 
December 1946, pp. 145-72. 
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the steel industry to operate all coke ovens at full capacity regardless of 
coke demands, in order to provide benzol and toluol, but of course the de- 
cline in coal output and delivery made this impossible. 

Most of the basic expansion in the production of explosives and powder 
was accomplished prior to the beginning of the Pacific War, as may be seen 
from the following table: 


PnoDUCTiOA' OF Powder asd Explosives, J.ip.ax Proper, 1935-45 
(in metric tons) 


Fiscal 

Smokelc^ 

Organic High 

Explosives 

Year 

Powder 

Explosives 

1935 

1,824 

4.320 

6,144 

1936 

2.148 

4,116 

6,264 

1937 

5,232 

14,688 

19520 

1938 

12,252 

21,524 

33,776 

1939 

12,768 

24528 

37596 

1940 

13,632 

26528 

39,960 

1941 

14 208 

36,756 

50,964 

1942 

18.408 

43,656 

62,064 

1943 

20,952 

44580 

65532 

1944 

24637 

44.473 

69,110 

1945* 

♦ April-July only. 

6,431 

9,161 

15592 


Source: Chemical Industry Contiol Association, Japanese It'ar and Xnvy Ministries. 


Peak production was reached about a year after the output of the basic 
chemical ingredients began to decline. Peak monthly output came in March 
1945. Japan’s wartime expansion was dwarfed by the growth of U.S. pro- 
duction. Although Japan produced a greater amount of organic high explo- 
sives than did the United States in 1940, in 1944 U.S. output was 26 times 
Japan’s output and in 1945 (until the end of the war) 61 times. The Japa- 
nese Army and Navy both produced ino«t of the powder and explosives in 
their own arsenals — in the case of the Army 85 percent was produced in its 
arsenals and in the case of the Navy 60 percent — and with far less efficiency 
than in the case of the United States. Comparative production per line 
in Japan and in the United States may be seen in the following table (in 
lbs. per 24-hour day) : 


Piodmt Japan Vniled States 

Smokeless Powder 8500 140,000 

TNT 4,400 120.000 

Tetiyl 166 7,500 

Hexogen 2,200 30,000 


Sources; Japan, Chemical Industry Control .Association; U.S., AVar Production Board. 


Thus OA’er the same time and with the same equipment as the United States, 
Japan obtained only one-sixteenth the smokeless powder, one-twenty- 


IMA “line” is a series of buildings for eanying out a complete reaction. For 
example, a TNT line counts of two nitrator buildings, the sellite (sodium sulfite treat- 
ment) refining house, and either a flaker or a crystallizer house. 
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seventh the TNT, one- forty-fifth the tetiyl and one-thirteenth the hexogen 
obtained by the United States. 

There is no evidenee timt the Japanese were ever troubled by shortages 
of powder or explosives. As a result of the attack on shipping, individual 
theaters may have been isolated and deprived of supplies at times but it 
appears that explosives were available for shipment in the home islands. 
Whether stocks would have been ample in the event of an invasion of Japan 
proper, accompanied by extended fighting over a period of time, is doubtful, 
particularly since production would have ceased by the time of invasion. 
Since the Japanese plan, in the event of invasion, contemplated having the 
best units retire to the mountains and wage guerrilla warfare, it is difficult 
to estimate just what the overall needs would have been in the event of inva- 
sion. By and large, non-military testimony charged that the military ob- 
tained greater allocations of chemicals for explosives than they were able 
to use. Had the military ever been short it is probable that they would 
have forced greater diversion of ammonia from ammonium sulfate output 
to nitric acid production. From the March 1945 peak, output of powder 
and explosives dropped 53 percent by July. This was attributed to the dis- 
persal program undertaken but not completed by the militarj' and to the 
shortage of railway tank cars to transport acids. At the end of the war the 
Transportation Ministiy reported that there were 776 chemical tank cars of 
which 30 percent had been damaged by the air attack. Since output of 
nitric acid had dropped 83 percent, however, explosives plants would 
shortly have had to adjust their output to the current availability of nitric 
acid and production would probably have soon dropped far more than the 
55 percent it did until the end of the war. 

In contrast to the attempted wartime maintenance of the output of 
chemicals essential to explosives production, output of chemicals for fertil- 
izers declined steadily throughout the war years.’"® It was a case of rob- 
bing Peter to pay Paul. Japan’s economy was just not large enough, hei' 
supplies of steel, coke, .salt, etc., would not go far enough, to meet both de- 
mands at the same time. In the decade before Pearl Harbor, Japan had 
gone a long way toward self— uffieicncy in the chemical nitrogen fertilizer 
field. In 1928, 62 percent of her consumption of ammonium sulfate had been 
imported; by 1941 this had been cut to 4 percent. Ammonium sulfate was 
made by combining ammonia and sulfuric acid. It was made in synthetic 
ammonia plants by scrubbing the ammonia-laden coke oven gases with sul- 
furic acid. Since the output of coke, ammonia and sulfuric acid all de- 
clined steadily during the war years, and a larger and larger percentage of 
ammonia was used to produce nitric acid, it was only natural to expect the 
output of ammonium sulfate to drop. Production declined steadily and in 

’3J'Inteirogation of ICakide, .S, Chief of Fertilizer Section, MinUtiy of Agriculture 
and Forcstiy, Tokyo, November 13, 1945. 
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1944 was less than half the 1941 figure. In the first quarter (April-June) 
of fiscal 1945, output was slightly less than one-fifth the production in the 
first quarter of fiscal 1941. 

The two major demands for sulfuric acid dropped as ammonium sulfate 
output declined due to the diversion of ammonia, and as rayon production 
was sacrificed to consen'e caustic soda (which depended on dwindling salt 
imports) for aluminum reduction and chlorine output (needed as an inter- 
mediate for explosives) . As a result more than enough sulfuric acid became 
available for munition needs and no new plants were constructed during the 
war. Since the Japanese obtained most of their sulfuric acid by the roasting 
of pyrites, of which ample deposits were available in Japan proper, under 
pressure, the supply of sulfuric acid not only presented no problem but was 
actually in exces.s.'’’' Production dropped from a 1937 peak of 208,000 tons 
per month to a rate of 23,000 tons per month in July 1945.'®’ 

The output of the other principal nitrogenous fertilizer, calcium cyana- 
mide, also declined, but since the chemical also had some industrial uses, 
it was not allowed to fall as sharply as ammonium sulfate. Ammonia may 
be obtained by treating calcium cyanamide with steam, and some of the 
cyanamide produced during the war was so converted. From a peak in 
1937 of 381,138 metric tons output decreased to 163,451 tons in 1944. Pro- 
duction in April-June 1941 quarter was 77,291 metric tons, in April-June 

1945 quarter, 30,192 tons. Limestone, coal and coke are essential raw mate- 
rials needed in the manufacture of calcium cyanamide and this is also true 
of the production of calcium carbide, which is necessary for the fixation of 
nitrogen. The output of both declined due to the growing shortage of coal 
and coke. Calcium carbide is manufactured by heating a mixture of coke 
and lime in an electric furnace at about 1900“ C. Aside from its use in 
nitrogen fixation it yields acetylene, which i« used in mining for lighting 
purposes and for welding and metal cutting, and in turn acetylene deriva- 
tives such as acetone, used as a solvent in making smokeless powders and 
in the manufacture of organic glass, and butanol, employed in the produc- 
tion of octane and iso-octane. Calcium carbide output dropped from 431,- 
700 metric tons in 1937 to 291,900 tons in 1944. It fell more sharply in 
1945 as a result of poor coal deliveries and the use of low-grade home island 
coal in place of that mined on the continent. Output of acetone also de- 
clined after reaching a peak 14,130,000 pounds in 1942. Production in 1944 

ISO Unlike the United States, Japan did not use refined sulphur in manufacturing 
sulfuric acid. Sulphur was reserved for the rayon and paper pulp manufacturing in- 
dustries and Japan used pyrites to produce her sulfuric acid. See Sulphur Jtesourers 
of Japan, Natural Resources Section, SCAP-GHQ, Report No. 66, Tokyo, Februatj' 10, 
1947, p. 9. 

^37 Japanese Economic Siolistics, Research and Statistics Division, SCAP-GHQ, 
Report No. 9, Tokj'o, May 1947, p. 20. 
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dropped to less tlian half this figure and all of the output was reserved for 
the production of “ organic ” glass. 

“ Organic ” glass is the translation of a Japanese term which covers all 
transparent plasties such as lucite and plexiglas. To produce 1,000 lbs. of 
organic glass it required 3,600 lbs. of sodium cyanide, 13,500 lbs. of sulfuric 
acid, 3,000 lbs. of acetone, and 420 gallons of methanol. The use of organic 
glass was restricted to aircraft. Approximately 97 percent of the output was 
used in aircraft windows, the remainder in wing-tip and tail lights, and 
electrical instrument parts. Although output was raised from 139,600 lbs. 
in 1938 to a peak of 2,256,000 lbs. in 1944 (peak monthly output came in 
December 1944) , it was never sufficient to meet the needs for aircraft win- 
dows and instruments, and at times organic glass was u=ed only for nose 
windows while all other openings were covered with ordinary window glass. 

Butanol (butyl alcohol) , which was used to make the high octane com- 
ponent of aviation gasoline, was made by two methods in Japan. The first 
was the fermentation process very similar to that used for ethyl alcohol and 
utilizing the same raw materials, cither sugar base materials such as mo- 
lasses, sugar cane or sugar beet, or starchy material.' such as potatoes and 
grains. The second method was by the synthesis from acetylene (derived 
from calcium carbide). Butanol output was raised from 780,000 lbs. in 
1940 to 13,210,000 lbs. in 1943. Early in 1944 the military was forced to 
make a difficult choice between butyl and ethyl alcohol production due to 
the interdiction of shipping from Formosa, and although both were needed 
badly, chose to convert most butanol plants to the manufacture of ethyl 
alcohol. As a result butanol output in 1944 dropped to only 1,570,000 lbs. 

In 1937 Japan adopted a seven-year plan aimed at increasing ethyl alco- 
hol production to 39 million gallons in 1941 and to 64 million gallons in 1943. 
This was part of the campaign, along with increased production of synthetic 
oil, which aimed to lessen Japan's dependence on foreign sources for fuel, 
Japan’s ethyl alcohol production was to be based on the sugar of Formosa 
and the potatoes of the homo islands. While ethyl alcohol has a large 
variety of uses, including synthetic rubber, high explosives and propellants, 
dyestuffs, lacquers, antifreeze, etc., its primary use in Japan was with gaso- 
line as motor fuel and aviation gasoline. A series of government decrees 
required that ethyl alcohol be mixed with gasoline to the e.\tent of 20 per- 
cent.’^^® Home island production rose from 17,810,000 gallons in 1941 (less 
than 50 percent of the planned amount for that year) to 35,670,000 gallons 
in 1944. Imports from Formosa, South Seas and Sakhalin, which totaled 
14 million gallons in 1942 and 1943, fell to 8.4 million in 1944. So-called 
“ civilian " consumption, including industrial and fuel uses, fell from 22.5 
million gallons in 1941 to 4.1 million gallons in 1944, while military use 
rose from 3.7 million gallons in 1941 to 40.1 million in 1944. Stocks of 2.2 


138 See Jidosha Ncnkan. 10^3, op. cit., p. 87. 
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million gallons on hand at the time of Pearl Harbor were reduced by 1945 
to 320,000 gallons. The tug-of-war between the Ministry of Agriculture 
and the military over whether potatoes were to he used for food of for alco- 
hol production was resolved largely in favor of the military. It was only 
the sharp decline in 1945 in availability of gasoline with which to blend the 
alcohol which forestalled military seizure of the whole potato crop for alco- 
hol production. 

Tetraethyl lead was an essential chemical component of aviation gaso- 
line. Throughout the war two plants produced 90 percent of the total 
supply. Output rose from 85,100 lbs. in 1940 to a peak of 7,024,400 lbs. in 

1944. The peak month of production was September 1944, when 834,200 
lbs. were produced. By hfarch 1945 output had fallen to 256,100 lbs. In 
mid-April one of the two major plants was .subject to a bombing attack and 
production for the month fell to 174,500 lbs. The Japanese simply closed 
down the bombed plant and increased production at the unbombed one, and 
increased output in June 1945 to 328,900 lbs. 'While production was small 
compared to U.S. output, and never exceeded 5 percent of U.S. production, 
the supply of tetraethyl lead was never a limiting factor. Output was al- 
lowed to di'op after September 1944 because of the decreased availability 
of aviation gasoline. 

A large segment of the chemical industry, including soda asli, caustic 
soda, chlorine, rubber, superphosphates, etc., was dependent upon imported 
raw materials such as salt, phosphate rock, rubber, etc., for its continued 
operation. Both soda ash and caustic soda, the two alkalis most commonly 
used by industrial nations, are made from the same raw material — salt. 
Japan produced some salt at home. In the peak year of salt consumption, 
1939, when 2,7 million tons were consumed, domestic production accounted 
for 18 percent and imports for 82 percent. Salt was obtained both in Japan 
proper and on the mainland by the solar evaporation of sea water. In 
Japan proper, however, fiat land suitable for solar evaporation basins was 
too scarce and too valuable for food production. It was much more ad- 
vantageous to import salt from the continent. So confident was Japan of 
being able to continue to do this that she permitted stocks of salt to be 
drawn down from 412,300 tons at the end of 1937 to a mere 64,400 at the 
end of 1941. Domestic output of salt reached a peak of 701,100 tons in 1939 
and then fell to 395,700 in 1944. Imports fell from a peak of 2 million tons 
in 1939 to 1.1 million in 1944. The real cut in imports, however, came in 

1945, when they fell to half the 1944 rate. In contrast to most other aspects 
of the economy, most of the decline was absorbed by industrial users rather 
than by cuts in civilian food requirements. In 1939, 58 percent of the salt 
consumed was used industrially while 42 percent was consumed as food. In 
1944, only 39 percent was consumed industrially while 61 percent was used 
for food needs. A Japanese study in February 1945 noted: 
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Salt is indispensable for humans and its demand L- llierefore more or le^ 
inflexible. In addition to this the soda industry, together with sulfuric acid 
and ammonia, constitute the loimdation of the chemical industiy. Salt also 
is used extensively in the mdituiacture of liglit metals, oil refining and every 
phase of inimition? manufactui e and food. Thus it would not be an exag- 
geration to say that cessation of salt .-upply would bring to a halt every 
phase of production. . . . Due to the rationing of manpower and fuel, an 
increase in the production of salt on a large scale in Japan proper to the 
extent of self sufficiency, seems extremely difficult. On the other hand, salt 
produced in Kwantung. ^lanchuria and North China is mostly being stored 
away at the site of manufacture, owing to the poor transportation facilities. 
These jilaces, however, produce about 1,500,000 metric ton= and eveiy effort 
should be made to bring about the maximum increa.-e in the shipment in 
order that a stockpile of salt may be buiit uji in Japan jimper. In addition, 
there i- an immediate nece'=ity of foniiulating complete ])lan= along the fol- 
lowing lines: (ll technical plans TO economize the use ol -oda < for example, 
to find a method of manufacturing aluminum without u-ing sodai, (2i to 
establish definitely the minimum amount of .'alt recjuired for human sub- 
sistence, and (3) plans to bring about an increase in the jirodur-tion of salt 
in Japan proper.’^*' 

One of the method' adopted to luciea-e home islanri- salt jiioduction nas 
to relax the control of the Jfonopoly Bureau of the Finance Ministry and 
permit anyone lo produce and -ell -alt. Previously, only tho'e licensed by 
the Monopoly Bureau t\ ere permitted to produce salt and were required to 
sell it to the Bureau. 

The peak production of ‘oda a=li. caii-tie ^oJa and chlorine ooincided 
with peak production and impoitation of ^alt and came in 1939. The de- 
cline thereafter was steady and outran the decline in salt availability due 
to the additional factor of deterioration of equipment and lack of steel for 
replacement.'^® Output of -oda a-h fell from .56,000 ton- in 1938 to 4,625 
tons in 1945. In the thirties the ba-ic uses of soda ash and caustic soda had 
been in rayon, paper, glass and soap production. During the war emphasis 
was shifted to aluminum reduction and petroleum refining. Soda ash was 
produced by the ammonia or Solvay proces-. while caustic soda was derived 
in two ways. In the cau-tication method, soda ash is dissolved in water 
and the solution treated with milk of lime. Half of the soda ash produced 
was converted to caustic 'oda by the caustication proce=s. The second 
process was the electrolytic, in which an electric current is passed through 
an aqueous solution of salt to give a solution of caustic soda, which is then 
either evaporated or heated to give the fused product. Hydrogen and 
chlorine are by-products in the electrolytic method. In the thirties tbe 
caustication process was favored because it was cheaper, did not involve use 

Dependence oj Japan on Continental Daic MateriaUf Re«eaTvh Bureau, Foreign 
Ministry, Tokyo, February 1945. p. 17. 

14# Summation of yon^Military Activitiet in Japan, SCAP-GHQ, Vol. I, September- 
October 1945, p. 62. 
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of considerable amounts of electric power, and did not result in a by- 
product, chlorine, for which there was then no great use. During the war, 
however, since the electrolytic method used less salt and less coal, ivas faster 
and yielded chlorine, which in the form of hydrochloric acid was desired in 
munitions production, it became the dominant process.'^i The decline in 
rayon, paper and soap output during the war helped to conserve soda but 
the supply nevertheless fell so sharply that it was a constant problem in 
the aluminum industry. By the beginning of 1945, two-thirds of the caus- 
tication capacity and one-half the electrolytic capacity were not being used 
due to lack of salt, need for repaire and replacements, etc. By August 1945, 
the caustication plants had shut down completely and output of the electro- 
lytic plants was only one-ninth of the 1939 level. 

Ironically, despite Japanese acquisition of large areas abundant in phos- 
phate rock, in the drive to the south, the output of phosphatic fertilisers 
declined more sharply after 1940 than did the nitrogenous fertilizers de- 
scribed previously. The chief phosphatic fertilizer is superphosphate of 
lime, commonly referred to as superphosphate, obtained by treating ground 
phosphate rock with sulfuric acid. Phosphorus, which i^ made in an electric 
furnace by the reduction of phosphate rock with coke, is an important mili- 
tai 7 “ chemical warfare ” agent. It is used in both shells and bombs for 
producing screening smokes and as a casualty agent for inflicting serious 
burns. The principal non-military use of phosphorus is in the manufacture 
of matches. Japan obtained much more phosphate lock from the South Sea 
islands. Ocean, Nauru, Christmas, etc., which she captured, prior to their 
seizure than afterwards. She also obtained more rock from her own man- 
dated islands, Angaur, Pelelieu, etc., prior to Pearl Harbor than afterwards. 
Nauru, Ocean and Christmas Islands together provided 248,000 tons in 1940, 
nothing in 1942, only 4,000 tons in 1943, and nothing in 1944.**“ Angaur 
and Pelelieu provided 170,000 tons in 1939 but only 98,000 in 1943. Total 
imports of phosphate rock fell from 1,250,889 metric tons in 1937 to only 
187,000 tons in 1944. Consumption of superphosphates in Japan fell from 
1,288,600 tons in 1940 to only 15,400 tons in 1944.**’ 

Imports of crude rubber reached a peak of 83,800 tons in 1943 and fell 
off thereafter. In the peak quarter January-March 1944, 32,100 tons were 
imported, but in the October-December quarter of 1944, imports dropped 
to 5,900 tons. In the April-June quarter of 1945 they were only 3,300 tons. 
" Civilian ” consumption of crude rubber dropped from a peak of 68,300 
tons in 1936 to 13,200 tons in 1944. Over the same period military con- 
sumption rose from 4,400 tons to 29,800 tons. The military seems to have 

*“ “ Development of the Soda Industry,” Onenlal Economist, June 1944, p. 261. 

Sources oj Phosphate jor Japan, SCAP-GHQ, Natural Resources Section, Report 
No. 12, Tokyo, December 31, 1943, p. 13. 

*<’ Oriental Economist, January 26, 1946, p. 41. 
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mishandled the situation. Confident of a large supply of crude rubber, they 
made no effort to develop a large sjmthetic rubber industry. Since there was 
an ample supply of truck tires in Japan at the beginning of the war, the 
three largest factories were converted to the manufacture of aircraft tires. 
When in 1945 a shortage of truck tires and a surplus of airplane tires de- 
veloped, a desperate plan was introduced to import truck tires from Man- 
churia, but the blockade prevented that. The shortage of motor-vehicle 
tires, which cannot be attributed to a shortage of crude rubber since at the 
end of the war the Army .'Till had a hoard of 40,000 tons of crude rubber, 
kept out of operation 3.000 military vehicles and 5,000 civilian vehicles 
which were otherwise in running condition as of March 1, 1945.'^* In view 
of the gi'eat need for truck transportation in 1945 and the increased chaos 
caused by the lack of it, the handling of the rubber and tire situation was 
poor. Other than this, houever, theie appears, to have been ample rubber 
for most essential purpo?e^. Had the war been prolonged for a year after 
the blockade cut off all rubber imports, the failure to build a synthetic 
rubber industry would have been felt severely. Although a number of plants 
in Japan were used to produce various types of synthetic rubber, output in 
the peak year, 1944, was a mere 224 tons. Capacity was only 750 tons.'^^ 
Synthetic rubber was used only in special products in which oil-resistant 
properties were of importance, such as gaskets in automotive and aircraft 
engines, flexible gasoline fuel lines, etc. That Japan had either the tech- 
nical skill or a sufficiently large supply of chemicals to build and operate 
a large synthetic rubber industry k highly doubtful. 

Despite the concentration of Japan’s chemical industry (with the excep- 
tion of sulfuric acid plant«l . less than 1 percent of the bombs dropped on 
Japan proper were aimed at it; three-quarters of the tonnage were dropped 
on the tetraethyl lead plant described previously. While the decline in out- 
put of chemical fertilizers had an impact on food supply, as will be indicated 
in Chapter 6, it cannot be said that the chemical industry provided any 
major bottleneck in the Japanese war economy. Its limited size caused a 
substantial portion of it to shrink in order to permit expansion of produc- 
tion of essential military chemical-. The decline in output of these from 
their peak in the first quarter of calendar 1944 may be attributed to a 
variety of factors, such as deterioration of equipment, lack of steel for re- 
placements, impact of the blockade upon imported raw materials, etc. The 
chemical shortages were pervasive in many small ways, but with the excep- 
tion of fertilizers, there wa® no major impact on the war economy. 


m Summation o/ Non-Mtltiary AeUviUes in Japan, SCAP-GHQ, No. 1, Tokyo, 
Septemfier-October 1945, p 67. 

1^6 /bid., No. 2, Tokyo November 1945, p. 87. 
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THE TOOI5 OF WAR 

0. Do you feel that the Japanese fighting forces suffered 
shortages of military supplies? And, if so, what spe- 
cific: supplies were most lacking? 

A. Aircraft. 

Q. What were the limiting factors in aircraft production? 

A. Especially skilled workmen, light metals and special 
steel. 

Q. Which specific light metals? 

A. Dwraluminum. 

Q. What was the trouble with aluminum? 

A. Lack of bauxite. 

Q. Was it through lack of bauxite in the Empire or lack 
of shipping facilities? 

A. Lack of shipping facilities. 

—Goko, head op Mitsubishi Heavy Ixdustbies, 

Ltd., Ixtehrogatiox. Toxyo, October 29, 1945. 

At the end of 1941 the Japanese were committed to a war in which the 
Japanese Navy, with an uncertain oil supply, was pitted against the U.S. 
and British fleets * and the Army spread over the islands of the Pacific, 
the wide reaches of the southern region', from New Guinea to northern 
Burma, most of China, along the Manchurian-Siberian border and over 
the Kuriles to the tip of the Aleutians. Nevertheless, so confident were 
Japanese militarists, that tliey actually planned to extend the perimeter 
of their operations. Part of this confidence was due to the fact that they 
had what was then considered an adequate supply of the tools of war, 
with replacements rolling off the a'sembly lines at much more rapid rates 
than then current consumption. 

While there had been some difficulties in organizing production over 
the previous decade and some buriness leaders had been recalcitrant, 
munitions output had really exceeded expectations and current production 
was ample, particularly in view of the large stocks on hand. It was pos- 
sible for the Japanese to sit back and contemplate the situation ivith keen 
satisfaction. The Army had 4,860 au-craft and the Navy 2,120, Pro- 
duction in 1941 totaled 5,088, Naval ship construction had increased from 

1 Admiral Soemu Toyoda, Chief of the Navy General Staff, testified : “ Never 
in the history of our Navy were plans ever drafted which envisaged a war with Great 
Britain and the United States as allied enemies." Inlcnvj/atiom oj Japanae Ofiidah, 
op. cit., USSBS Interrogation No. 378, Tokyo, 'November 13-14, 1945, p. 324. 
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a delivered tonnage of 22,500 in 1931 to 223,159 gross tons in 1941. Total 
tonnage delivered over the decade was 701,299. Output of tanks and other 
combat vehicles had risen from 12 in 1931 to 2,446 in 1941. Output of 
other motor vehicles had risen from 500 in 1930 to 47,901 in 1941. Stocks 
of ammunition on hand in 1941 totaled nearly five years' output at the 
1941 rate of production. Stocks of weapons on hand in 1941 were suffi- 
cient to equip 95 divisions and 1941 production amounted to equipment 
for 15 divisions, according to War Ministry statistics. To wage the kind 
of holding war that the Japanese contemplated, their equipment and pro- 
duction seemed to them to be adequate. 

After Midway- and Guadalcanal, plans had to be recast. Original 
plans seem to have been based on the experience in China and gave con- 
ventional land weapons, such as tanks and artilleiy, a major role. The 
confiict was seen to be primarily a sea and air war, for with the Japan- 
ese now on the defensive the choice of weapons had passed to tlie enemy. 
As a result there had to he a shift in emphasis in war production from 
the ordinary, pre-Pearl Harbor types of ground and surface weapons to 
aircraft, radio, radar, aircraft weapons and ammunition, carriers and 
small fleet units. With the unforeseen enemy submarine attack on mer- 
chant ships, small escort vessels proved more important than 60,000-ton 
battleships. The changes in the priority ratings of the following items 
indicate the gradual change in outlook and shift in production plans. 


Hem 

mt 

IBiZ 

19iS 

Submarine locators 

.... D3 

C3 

A7 

Air fowe weapons 

C2 

B5 

A1 

Air force ammunition 

C3 

B6 

A2 


Tanks dropped from an A rating in 1941 to a D rating in 1944 and then, 
when an invasion of the home islands became imminent, the rating was 
switched back to B in 1945. Despite Japan’s dependence on foreign 
tankers to carry half her oil imports in 1941, no provision was made to 
stress tanker production in 1942. In 1943, however, highest shipbuild- 
ing priorities were given to tankers. When it became apparent in late 
1944, however, that imports from the South would no longer be possible, 
tanker construction was discontinued in January 1945. In the case of 
aircraft, there was a shift from bomber to fighter production. In the radio 
and radar fields, the new demands were so far out of proportion to pre- 
vious production that almost the entire industiy had to be built from 
the ground up to supply the need. The trend away from conventional 
ground weapons may be seen from the following data showing relative 
shares of yearly war production for air, ground and water use (excluding 
Army production of communication and optical equipment which could not 
be subdivided in this fashion). 

®The Japanese attributed their loss of the Battle of Midway, not to the superiority 
of the American fleet nor its tactics, but to their own Jack of radar. 
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mi tm 1944 1949 


% % % % % 

Air ?&2 39.0 463 483 S13 

Ground 28,9 203 12.4 8.2 7.6 

Water 38.9 403 40.8 43.5 403 


Naturally, such shifts tended to restrict mass output. Aircraft engi- 
neers complained that the Army and Navy were “ model crazy ” and 
changed plans so often that output was retarded. Thus the necessity 
for changing production plans during the course of the war tended to 
brake output almost as much as the complacency of the first year. This 
may be shown in several ways. The merchant shipbuilding plans drafted 
in March 1942 set a four-year schedule looking to a gradual increase 
from about 470,000 tons in 1942 to 820,000 tons in 1945. Eight months 
later, in November 1942, a drastic revision of these plans virtually 
doubled the original goal established for 1943, while scaling down 1942 
output nearer to the levels then being actually achieved.® Armament 
output, measured in terms of 1945 prices, rose from 5.1 billion yen in 
1941 to only 6.7 billion yen in 1942. Or, expressed in index terms as 
shown in Table 27, output for the fiscal year 1942 (ending March 31, 1943) 
was only 14 percent greater than output as of December 1941. When real 
expansion got under way in 1943, it carried output to a peak in September 
1944, 194 percent over the December 1941 output. In value terms, out- 
put rose 9.0 billion yen between 1942 and 1944, in contrast to the increase 
during the first year of the war of only 1.6 billion. While the peak of 
total output came in September 1944, this only coincided with the peak 
in aircraft and naval ordnance. The peak in merchant shipbuilding came 
in January 1944, in naval shipbuilding in August 1944, and in Army ord- 
nance in February 1945.^ Motor vehicle output declmed after December 
1941. Within each broad category there was also considerable variation. 
Though Army ordnance reached a peak in February 1945, largely as a 
result of a wasteful last-minute outpouring of balloon bombs, production 
of tank and other combat vehicles reached its highest level in 1942. The 
same was true of ammunition production for the Army ground forces. 
Small arms production for Army use reached its peak in 1943 and re- 
mained at about the same level in 1944. 


^Heport on Present Production Conditions, Navy Technical Bureau, Navy Min- 
istry, Tokyo, November 20, 1942. 

4 Had it not been for the ill-conceived balloon bomb campaign which began in 
October 1944 and reached its peak in February 1945, the peak of Army ordnance pro- 
duction would hare been in August 1944. 
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TABLE 27 

The Expansion and Decline of Japanese War Proddctiox, IGlMo 
(1941 = 100) 

Second Level Peak Level Last Recorded Month 



Dec. 

(Fiscal im) 

(Sepl.lBU) 

(July 1945) 

Categofy 

mi 


Percentage 


Percentage 


Percentage 


Index 

Index 

change from Judtz change from 

Index change from 




Dec. tan 


Dec. mi 


peak level 

Total 

115 

132 

-1-14 

339 

+ 194 

139 

-59 

Aircraft 

126 

171 

-1-36 

602 

+ 298 

221 

-56 

Anny Ordnance 

116 

130 

+ 12 

224 

+ 93 

127 

— 44 

Navy Oidnance 

113 

158 

+ 39 

581 

-1-414 

250 

— 57 

Naval Ships . . . 

100 

110 

+ 10 

233 

+ 133 

no 

-53 

Merehant Ships 

103 

135 

+ 31 

481 

+ 347 

92 

—81 

Motor Vehicles . 

134 

62 

— 54 

35 

— 74 

9 

— 94* 


* Peifentage change from peak io Dpcembcr IWl. 

Source: Calculated from data gathered l»y the Mililaiy Supplies Division, L'SSBS. 


Army artillery production also reaehed its peak in 1943, although anti- 
aircraft artillery output continued to rise until 1944. Army explosives 
production stayed at the same general level from 1941 through 1944. 

Although the [feaks seem impressive in percentage terms this should not 
obscure the fact that the Japanese were never able to meet their overall 
requirements. This will be made clear in subsequent sections. The great- 
est deficiency was in merchant shipping. Losses far exceeded production. 
While approximately 3.2 million tons of steel merchant shipping were con- 
structed during the war. 8.6 million tons were sunk. Aircraft production 
from 1942 on never reached a level sufficient to allow the Japanese to 
obtain air superiority in any of the contested areas. Since the growing 
fuel shortage, however, limited pilot training, there probably would not 
have been a sufficient number of trained pilots even if aircraft production 
had expanded beyond the levels it reached. Production of weapons and 
ammunition for ground troops wa= not sufficient to supply the widespread 
garrisons, to fill the long scalanes, and to maintain adequate stocks in re- 
serve. This, however, wac more a problem of supply than of production. 
Of the Army supplies sent overseas in 1943, 17 percent were lost due to 
ship sinkings; in 1944 this increased to 33 percent, and during the first 
half of 1945 to 50 percent. In 1944 half the supplies sent to the crucial 
area of the Philippines were lost. Certain naval ordnance items such as 
bombs, aircraft torpcdoe.s, anti-aircraft guns, and anti-aircraft ammuni- 
tion, machine guns for surface vessels, and electrical and navigational 
equipment for midget submarines, were in short supply. In some cases the 
lack of bombs forced the use of loaded shell cases instead. The shortage 
of surface vessel machine guns was felt in 1943 and 1944 with the increased 
production of smaller vessels, both merchant and naval. As a result ships 
were often equipped with less than half the number of guns planned. 
Motor vehicles were never in sufficient supply either in Japan or overseas. 



THE TOOLS OF WAB 


197 


The Japanese Army had, at the end of 1944, one truck for every 49 men 
in the overseas areas. This compared with one U.S. truck for every 13 
men in the Pacific areas at the time. The shortage of trucks in the home 
islands was a very serious bottleneck at the time of the dispersal program 
in 1945. Plant capacity was available for greater vehicle output, but 
with a very limited steel supply available, and this diminishing monthly 
with the variety of urgent and pressing demands for steel, the motor 
vehicle industry was allotted a low priority. 

Despite the overall allotment of a higher and higher percentage of 
steel to direct munitions production — ^increasing from 56 percent in 1941 
to 85 percent in 1945 — it became the overall limiting factor in munitions 
output. Ai'my chiefs outside the home islands were told in the spring of 

1944 that heavy artillery manufacture was being discontinued. Ammuni- 
tion production was cut, and an order was issued early in 1944 practically 
forbidding the use of ammunition for training purposes. Output of the 
principal categories of combat vehicles fell as a direct result of the steel 
situation. Light tanks were virtually eliminated and medium tanks and 
armored cars reduced severely. Deliveries of steel began to fall off in the 
January-Mareh quarter of 1944, and by the April- June quarter of 

1945 were 34 percent of the 1943 peak quarter. The limiting influence 
of the steel situation on shipbuilding will be examined later. Steel was 
not a limiting factor in the communications equipment industry. Since 
output rose 1480 percent between 1941 and March 1945, supply was ade- 
quate, but quality was severely criticized, Admiral Toyoda, among others, 
declaring, “ One reason for the difficulty in communications was the low 
efficiency of communications equipment.” The difficulties that affected the 
industry prior to air attack were primarily technological ineptitude, a 
sliortage of skilled labor, lack of silicon steel, and absence of such i-are 
but essential materials as diamonds, quartz crystals, cobalt, tantalum and 
columbium. Aircraft engine outjnit fell because of a sliortage of ferro- 
alloys and production difficulties arising from changed alloy specifications 
as attempts were made to dodge .-hoi tagc.-^ in certain of these metals. 

Recruiting, training, and holding an adequate labor force caused the 
war industries many difficulties. Total employment in the aircraft in- 
dustries increased 285 percent from 1941 to the end of 1944; in Array 
ordnance it increased 79 percent, in Naval ordnance 187 percent, and 
in merchant and naval shipbuilding 107 percent. Only in the motor 
vehicle industiy was there no increase in the labor force. More impor- 
tant, however, than the overall increase in employment in war industries 
was the change in its composition. Practically all the workers in these 
industries in 1941 were Japanese males. By 1944 roughly half of the 
w'orkers were Koreans, students, and women. Absenteeism, as will be 
shown in Chapter 5, was particularly severe during the last year of the 
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war. The percentage of workers absent from their jobs, for all causes, 
in Army and Na%'y ordnance plants in urban areas, increased from 18 
percent in July 1944 to 40 percent in July 1945. For shipyards the com- 
parable figures were 24 percent in July 1944 to 52 percent in July 1945. 
For the aircraft industry, the figures were 21 percent in July 1944 and 
61 percent in July 1945. 

Japanese war production was highly concentrated prior to 1945. Two 
navy yards and one commercial shipyard produced over’ 45 percent of 
tonnage of naval shipping from 1941 through 1945, and 15 yards, naval 
and commercial, produced 90 percent of the naval shipping over the same 
period. In merchant shipbuilding, 70 percent of the tonnage constructed 
during the war was done by 12 commercial yards. In aircraft manufac- 
ture, 33 percent of all air frames made during the war were turned out 
by six plants, 67 percent of all aircraft engines were made by four plants, 
and 75 percent of the propellers by two plants. Five naval arsenals and 
eight civilian companies accounted for three-quarters of the total value 
of output of finished naval ordnance items in 1944, and about 100 pro- 
ducers accounted for the entire finished output of naval ordnance. Over 
three-quarters of the finished army artilleiy was turned out by one Army 
arsenal, with four plants in two locations. Two factories produced approx- 
imately half of the tanks and other combat vehicles for the Army, Three 
optical equipment firms produced 85 percent of the finished optical equip- 
ment for both Array and Nary. About 80 percent of the Army aircraft 
armament manufacture was concentrated in the Kokura and Nagoya Army 
arsenals. Over 95 percent of the motor vehicles made during the ’U'ar 
•were produced by three firms, with four main plants. The vulnerability 
of such a war-production structure to air attack is apparent. The fact 
that dispersal was not undertaken prior to 1945 is incredible,® 

A few international comparisons may serve to place the Japanese war 
industries in proper perspective. In the jreak year of production of mili- 
tary supplies, 1944, Japanese production of airframes was 11.5 percent 
of U.S. total, of aircraft engines 14 percent, of naval ship tonnage 11.3 
percent, of cargo and supply ship tonnage 17 percent, of tanks 4 percent, 
of trucks 8 percent, of mortars 4 percent, etc. By converting the Japan- 
ese production in units of each type of product into dollars, on the basis 

''It may be pailly explained by Iho fact that the militavy kc)it insisting and 
assuring the government that Japan would not be subject to wide air attack. For 
example, the Civilian Defense Division of USSBS declared: “Civilian defense author- 
ities erred in estimating the potentialities of future air attacks because the military 
informed them that there could not possibly bo any mass raids on the home islands; 
that, at most, not more than two or three planes might slip through and, then, only 
for the purpose of pin-point bombing of certain especially remunerative targets.” 
Pinal Report Covenng Air-Raid Protection, and Allied Svbjecis in Japan, USSBS, 
Washington, 1947. p. 2. 
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of the Japanese percentage of American output of the same products, 
Japanese production was found to be about 10 percent of American out- 
put. Comparisons with certain British and German production categories 
reflect somewhat more favorably for the Japanese. Japanese aircraft pro- 
duction was 70 percent of Gei-man output in 1944 by number, and 63 
percent by airframe weight; 106 percent of British output by number, 
and 52 percent by airframe weight. In shipbuilding, Japan produced 22 
percent of German submarine tonnage output in 1944, but 160 percent of 
British merchant ship tonnage.® Output of Japanese tanks and other 
armored vehicles in 1944 was 7.6 percent of German and 8.0 percent of 
British output. Japanese output of trucks and cars was 18 percent of 
German and 20 percent of British output, in 1944. The comparison be- 
tween the trend of German and Japanese armament output is striking. 
The peak in Germany’’ was reached in July 1944 (in Japan in September 
1944) . The decline to the last recorded month (March 1945) in tlie case 
of Germany was 55 percent; in the case of Japan, to the last month of 
full war production (July 1945) it was 59 percent. 

When in early 1945 the decision was made to concentrate all forces 
and supplies in the home islands to guard again't possible invasion and 
to abandon overseas installations to their own devices, new problems arose 
with respect to military supplies. It was practically impossible to bring 
back any stored supplies from overseas, but on the other hand, these 
areas no longer had to be supplied. Special attack weapons for close- 
quarter fighting came into demand. Training planes and obsolete types 
were added to the air force as Kamikaze (suicide) weapons. This brought 
total usable aircraft strength up though oil supply was a crucial problem. 
There were 10,700 Japanese Anny and Navy planes in August 1945, of 
which 50 percent were combat aircraft and the remainder usable on 
Kamikaze missions. In the field of naval .'hip construction the emphasis 
was shifted almost entirely to the secondary fleet of small surface and 
underwater special attack craft. Battleship deliveries had ceased in 1942, 
cruiser construction was halted in early 1944, carrier construction was 
stopped at the end of the year, destroyers were cut out in June 1945, while 
work on standard submarines was sharply reduced. The Navy’s fleet of 
small special attack vessels was on the increase. As far as merchant ship 
construction was concerned, tanker production was stopped and repair 

“British peak merchant ship prodiiclion came in 1942 when 1.3 million gross tons 
were turned out. In 1942 Japanese production amounted to only 361,639 gross tons. 
By 1944 British output had fallen to 1.0 million tons while Japanese had risen to 1.6 
million gross tons. See Build the Ships— The Offleial Story of the Shipyards in War- 
time, HMSO, 1946, London; also Stntiblics Rdating to the iror Bgorl of the Vnited 
Kingdom, London, HMSO, 1844. 

’See “The German War Economy” by Kaldor, Nicholas, the Review of Economic 
Studies, No. 33, Vol. XIII, No. 1, London, 1946, p. 30. 
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operations on other tonnage became more important than new constnie- 
tion. Between February and August, merchant ship tonnage in need of 
repair jumped 80 percent. With the prospect of invasion, balloon bomb 
production, which had reached a peak in the January-March quarter, was 
eliminated entirely in plans for the subsequent quarter, and medium 
artillen’ and tank production became more important. Naval gun out- 
put was eliminated. Sucii shifts in emphasis and output involved change 
of plans and some retooling, and heli»d to retard output. In addition, 
the dispersal program cut production materially. The motor vehicle in- 
dustry offers the most striking illustration of the adverse effect on pro- 
duction of a hasty, badly-planned dispersal. Motor vehicle output was 
already down to less than one-third of the 1941 rate of iwoduction in 
May 1945 when the dispersal started. AVhilc less than half of the machines 
in the three major firms were moved, they were the machines vital to 
finished production and tlie failure to cany through the dispersal success- 
fully resulted in the almost complete disruption of production. 

The principal forces operating to restrict Japanese war production, 
prior to the advent of inten.-ified air attack, were shortages of steel and 
other raw materials, lack of local transportation, lack of skilled workers, 
and absenteeism. Japanese war production, with the e.xception of the 
aircraft industry, was not a target for concentrated air attack. In the 
field of merchant and naval shipbuilding, motor vehicle production, and 
most tyjies of Army and Naval ordnance production, lack of steel was 
primarily responsible for the decline of output in late 1944 and early 1945. 
Excess capacity in tliese field.= due to material shortages was greater than 
that destroyed by air attack. The drop in the output of aircraft through 
the end of 1944 was principally due to a lack of airci’aft engines and this, 
in turn, was due to a failure of the supply of ferro-alloys and, to a lesser 
extent, to a lack of skilled workers. The Japanese aircraft industry was 
the first target system attacked on a large scale from the Mariannas. 
However, the tonnage dropped prior to March was minor. The w'eight 
of the attacks was about equally diifidcd between airframe and aircraft 
engine manufacturers, with the attacks on engine plants concentrated in 
March and April and the attacks on airframe plants in June and July. 
Four companies producing 59 percent of the airframes and 87 percent of 
the engines made in 1944 were targets for 60 percent of the bombs aimed 
at the aircraft industry. In terms of frontline aircraft strength, bombing 
and di,speraal due to bombing threat deprived the Japanese of an estimated 
output of 2,800 i^lanes (only 10 percent of 1944 production) from Decem- 
ber through July 1945. The decline in the availability of aluminum, 
however, as we have seen, would have prevented this production had it not 
been lost by air attack. 
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Machine Tools ® 

While the United States found it possible to concentrate the retooling 
and conversion to war production in the first year and a half of the 
war and thereafter to allow machine-tool production to taper off and 
skilled workers to transfer to other industries, the various shifts in empha- 
sis in Japanese production, described previously, made it necessary to 
operate the machine-tool industry in Japan at a high level until the end 
of 1944. This may be seen by the following comparison of an index of 
unit production of machine tools in the United States and in Japan from 


1941 to 1945. 

mi 

10^ 

WiS 

im 

U.S 

100 

171 

151 

63 

Japan 

too 

110 

130 

116 


As a result the machine-building induslrj- remained a drain on Japa- 
nese material and skilled labor supply far longer than effective war planning 
should have permitted. It was only in December 1944 that the Munitions 
Ministry ordered the principal machine-tool plants to engage in the 
manufacture of airplane engines and as a means of enforcing its order 
failed to allot any further materials to them for the production of new 
machines.* 

In 1937 production of machine tools totaled 21,888, valued at 50.1 
million yen. The demand engendered by the China War led the govern- 
ment in its five-year production plan to set a goal of 50,000 machine tools 
for 1942. It also led very many small manufacturers to enter the field 
and jumped output in 1938 to 67,260 units valued at 204 million yen. 
Most of these machines were of questionable quality, having an average 
value of 3,000 yen per machine, and the government in the Machine Tool 
Industry Act of 1938 took steps to reduce the number of manufacturers 
in the field and improve the quality of output.'* By 1941 the number 
of manufacturers had been reduced from 843 to 331, output of tools had 
fallen to 46,025 valued at 317 million yen. The average price per tool, 
however, had risen to 6,891 yen. In addition to the 331 licensed producers 

a Since the Japanese experience in machine tools was quite typical of their whole 
capital-equipment position, only an analysis of the former is presented here. Machine- 
tool output was the first step (after basic materials) in the fabrication of the tools 
of war (planes, ships, tanks, guns, etc.), and since machine-tool plants produced parts 
for aircraft, shipbuilding and ordnance manufacturers and later completed aircraft 
engines, the output of the industry shaded almost imperceptibly into that of the 
primary producers of the tools of war. 

* There was a long debate before the decision was taken. See '* Machine Tool 
Production,” Oriental Economist, October 1944, p, 430. 

10 Details of the Act as amended are given in “ Important Machinery Manufacture 
Undertakings Law,” in Hompo Zaikai Josei, Mitsubishi Keizai Kenkvu Kyoku, April 
1941, pp. 8-9. 
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of authorized finished machines there were, in addition. lome 4,000 small 
workshops or sub-contractors employing less than 10 workers each, who 
turned out machine parts and even unauthorized finished machines. A 
survey of the 22 principal producers of machines indicated that approxi- 
mately 16 percent of the yen value of output during the war years was 
obtained from sub-contractors.’^ At the end of 1941 Japan had a machine- 
tool inventoiy of 689,163 units or 65 percent of the U.S. inventoiy. 

Throughout the war, capacity expanded and was always underutilized 
in terms of actual production, which was limited by the shortage of 
materials and of skilled labor. Measured in physical terras, expansion 
in terms of floor space related to unit production was as follows; 


Fiscal 

Year 

Prod active 
Floor Space 
(im sq.ft.) 

Increase 

Floor Spnt'e 
fV/jOiq.ft.) 

ludtz of 
Floor Space 

Index oj Cnil 
Production 

1940 .. 

6,588 

7Aao 


87 

126 

1941 .. 

fin 

100 

100 

1942 .. 

10.368 

2508 

137 

110 

1943 .. 

11562 

1.194 

153 

130 

1944 .. 

13.107 

1.544 

173 

116 


Soune: Prei-idon Macliinerj- Contri 1 .ttcociatiou. 


The relatively greater expansion in floor space than in physical output 
measured in unit terms over the years 1941-44 is apparent. The reason 
for the inverse relationship, that is. the drop in unit output in the face 
of an expansion in floor space, was due to the government drive to improve 
quality production by rlecrcasing the number of machines and increasing 
the value of those produced. Measured in value terms, however, the 
underutilization i^ still apparent. The following estimates were prepared 
by the Precision Machinery Control Association on the basis of known 
productivity per machine in the industiy’s inventory. They were used 
by the Machinery Bureau of the Munitions Ministry in screening orders 
and scheduling quarterly production. By capacity, the Japanese meant 
the value of machines which could be produced on a single 10-hour shift 
with existing machinery and plant facilities, assuming no material or labor 
shortages. The following figures were not deflated for price change be- 
cause the Control Association used official prices and deflation would not 
change the relationship shown. 


Copac'lu on a 


Yea/ Siru)leShijl 

( l/M yen) 

two 320,000 

1941 380.000 

1942 440.000 

1943 730DO0 

1944 830.000 

194.3 646,000 


* First quarter of 1945. 


Actual 

Percent oj 

Production 

Capacity 

(ipOOyen) 

Utiliied 

312,979 

975 

317,175 

835 

428,997 

975 

602,913 

80.4 

723578 

875 

127584* 

19.7 


Survey oj Sub-ConUaeling in the Machine-BuUding Jrtduslryj Precision 
Machinery Control Association, Tokyo, November 18, 1944, p. 5. 
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Even on a single-shift basis, capacity was somewhat under-utilized. 
On the basis of U.S. standards of two or even three shifts, the amount 
of idle capacity was much larger. The .Japanese explanation of why 
they did not utilize capacity to a greater extent was largely in terms 
of labor supply and to a lesser extent in terms of material availability. 
They did attempt to institute a second shift in 1944. On this basis 
capacity in yen terms was estimated at 1,275 million and therefore the 
degree of utilization in terms of actual production was only 56 percent. 
Only 30 percent of the plants were able to institute a second shift, and 
in most cases this was only in one or two departments. Only 5 percent 
of the total number of workers in the industry were on a second shift in 
1944 and in 1945 the industry returned to a single shift basis.'- The 
industry attributed the failure of the second shift to the fact that there 
were not enough skilled workers and supervisors available to make it 
possible. Skilled workers were not exempt from the draft. The per- 
centage of skilled workej's among all productive workers declined from 34 
pei'cent in 1941 to 22 percent in 1945. As the percentage of unskilled 
workers rose, the need for supervision increased and this further aggi'a- 
vated the shortage of skilled workers because they were diverted from 
actual production to supervision. Tlie number of supervisors to total 
workers rose from 8.3 percent in 1938 to 13.6 percent in 1945. The number 
of workers per supervisor fell from 11.0 to 6.4 over the same period. In 
addition the percentage of workers in the inaciunc-tool industry to total 
industrial labor fell from 4 percent in 1940 to 2.6 percent in 1944. 

The expansion of productive capacity during the war years, despite 
the lack of full utilization of existing plant, was ascribed by the Japa- 
nese to the continuing and c.\paiiding backlog of unfilled orders for machine 
tools. These rose, as follows, for the 14 largest firms in the industry: 

B.4CKLOG OF UnFULED OrSEBS FOB MacHISE ToOLS 


End of 

Fiscal Year 

OxJers VhfiUrd 
(I Jim yen) 

.1/ onlh'a Producllon at 
.\fonthly Rate of 
Filling Orders in 1941 

1940 

76,753 

6.7 

1941 

168,923 

148 

1942 

219,019 

19.1 

1943 

363,632 

31.7 

1944 

414,342 

36.2 

1945 

348.661 

308 

As was indicated 

in Chapter 2, there was 

considerable duplication of 


ordei'S and until the establishment of the Munitions Ministry most of 
those placed were approved in rubber-stamp fashion by the Machinery 
Bureau of the Ministry of Commerce and Industry. In 1943, for example. 


12 UtiUttttion oi Capacity in the Machine-Tool Industry, Japanese Precision Ma- 
chinery Control Association. Special Memorandum tor Capital Equipment Division, 
USSBS, Tokyo, Kovember 1945, p. S. 
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of the 939 million yen of orders placed, 918 million or 97 percent were 
approved by the ilinistry. In 1944, however, there was somewhat more 
effective screening. Of the 1,042 million yen of orders placed, 757 million 
yen or 72 percent were approved. It was not possible to obtain any 
data on the extent of duplication of orders. The piling up of ordei-s due 
partly to duplication and partly to the changes in war production led 
to the construction of capacity in excess of the effective demand in terms 
of material and labor. 

The trend of production during the war years both in physical and in 
value terms may be seen in the table that follows. The value series has 
been adjusted in an attempt to eliminate the influence of price trends. 
Unfortunately, the Japanese did not, as did the Germans, keep statistics 
on machine-tool output by weight. 


Fiscal 

Year 

X umber of 
Machine 
Tools 

Value 
( 1000 yen) 

Average 

Price 

Valne (JUOO 
yen) Adjusted 
to 1941 Prices * 

Averogc 

Price 

(Adjusted) 

Index oj Ad- 
justed Aver- 
age Price 

1941 . 

. 46,025 

317.175 

6.891 

317,175 

6391 

100 

1942 . 

. 50,997 

428,997 

8.412 

srrjae 

7.398 

107 

1943 . 

. 60,134 

602.913 

10.026 

477.223 

7,936 

115 

1944 . 

. 53.844 

723,378 

13.434 

488,473 

9.072 

131 

1945“ 

7,242 

127,284 

17,575 

75.603 

10,452 

151 


“ To August 31. 

a Adjustment i.' hused on unit iiroduclion and 1941 average pi'ice per unit. It is also 
weighted to allow fi r a legitimate one-third rise in average price |icr unit for new de- 
signs and improved qualit.v machines from 1941 to 194o.t3 

Peak output in units came in the last quarter of fiscal 1943, which 
was the first three months of calendar 1944. Peak output in value terms 
came in the following quarter. Thus by niid-1944 (calendar), output in 
the machine-tool industry began to fall off. Prior to the outbreak of 
the Pacific IVar, Japan had produced almost entirely universal-type, gen- 
eral-purpose machine toob and bad dependerl upon foreign sources for the 
hardcr-to-produce special-purpose machine tools. In 1941. of all machine 
tools produced, 45 percent were general-purpose lathes, that tool being 
most readily adaptable to any type of production. This situation was 
unfortunate for tlie Japanese beeau“e it requires more skill to use a 
general-purpose tool for a specific task, than it does to train a less skilled 
worker to operate a specific-purpose tool. As the shortage of skilled 
workers became moi'c acute with indiscriminate drafting, the Japanese 
became conscious of this and made a late effort to shift production to 
special-purpose tools. Because such fools were, of course, more difficult 
to produce than general-purpose tools, the Japanese were not too suc- 
cessful. In 1943 only 1 iiercent of all lathes and 0.4 percent of all milling 
machines produced were special-purpose. In 1944 this rose to 30 percent 
for lathes and to 20 percent for milling machines. Of total output in 

I’See The Japanese Machine Buildinff Indmtjy, USSBS, 'Washington, 1946. p. 28. 
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1944, 15 percent were special -purpose machines. By the time the Japan- 
ese turned to the more difficult type machines, however, the quality of 
their product was deteriorating sharply. In 1944, they were forced to 
use Hokkaido coal exclusively, and because of the poor quality of the 
coke, castings deteriorated badly. Only a few of the largest companies 
made even a pretense of maintaining quality. The castings became too 
hard and brittle and increased in porosity. The deterioration in castings, 
both from this cause and from the reduction in artificial seasoning time, 
in turn resulted in difficulties in milling and heat treating. "Eventually 
difficulties occurred in machining. Manufacturers made very low estimates 
of the initial life expectancy of machines produced during 1944 and 1945. 
The average estimate was from one to two years' initial productivity. 
One of the largest firms frankly. placed its estimate at from six months 
to a year.'^ 

It is difficult to present an exact picture of the material supply situ- 
ation because the quantities which manufacturei'i! obtained directly from 
the militaiy were not reported. That 'omc of the firms pleaded material 
poverty to the services and thus obtained special allocations, while at 
the same time hoarding stocks, is indicated by the fact that T'Ugami 
Seisakusho, which had built up large stocks of special steel before the 
war, still had some left in September 1945. The 21 largest producers had 
5,515 tons of special steel on hand at the end of the war. Planned and 
actual allocation of steel were identical only in 1942 when the industry 
officially obtained 21,000 ton«. In 1943 the planned allocation was 30,- 
000 tons, actual was 26,400. The gap widened in 1944 when planned 
allocation was 24,750 while actual was 18,600 ton=. Thus the 25 percent 
increa'e in steel allocation was accompanied by an 18 percent increase 
in unit production between 1942 and 1943, while the 25 percent drop in 
steel allocation was paralleled by an 11 percent decline in unit output 
between 1943 and 1944. This 11 percent decline, however, was exactly 
equaled by a similar percentage decrease in the allocation of coke, which 
fell from 28,000 tons in 1943 to 25,000 tons in 1944. After 1944 there 
was no official allocation and production was permitted only from stocks 
on hand. This should have halted output but a field survey in October- 
November 1945 could not find a single plant which had either completely 
ceased or not turned out some tools in 1945. Stocks on hand, or those 
obtained from the Army and Navy or through the black market, enabled 
production to continue. Periodic shortages of coke had caused shut-downs 
between October 1944 and the end of the war, varying from two or three 
days to two months in duration. 

The most important component parts purchased from outside the in- 
dustry were bearings and electric motors. Shortages of bearings were 

See Interrogation of Tsugami, T.. preadent of Tsugami Seisakusho KK., Tokyo 
October 17, 1945, p. 6. 
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reported only rarely. Electric motoi's were scarce, liowever, and after 
January 1945 they often held up shipment of finished machines. By spring 
of 1945 many firms were shipping machine tools without motors. The 
motors were to be obtained by the buyer on the manufacturers’ account. 
The buyers for the most part could not obtain the motors any bettei' than 
the manufacturers and as a result many machines were never put into 
operation. 

Between April 1943 and December 1944 there was a gradual voluntaiy 
diversion of machine-tool producers to aircraft and ordnance production; 
87 firms diverted their total productive capacity. They represented 20 
percent of the total number of authorized firms producing finished machine 
tools. The principal reason for the diversion appears to have been that 
there was more certainty of obtaining sufficient raw materials in aircraft 
and ordnance production. The decline in aircraft engine output in 1944 
led the government in December to force the principal machine-tool pro- 
ducers to engage in the manufacture of aircraft engines, and no materials 
were allocated tor the production of new machines thereafter. The only 
production not to be converted was the finishing of machines already 
started and continued production in a limited number of “ favored ” 
factories. As a result of this program. 230 companies with 247 factories 
were diverted to production of munitions, aircraft or items other than 
machine tools. This left only 49 firms remaining in the machine-tool 
industry. Yet the output of 7,242 machine tools, during the period April- 
June 1945, met the effective demand which had shrunk materially by that 
time. There was never any serious te.stimony that production was re- 
tarded because of the lack of machine tools. Aircraft expansion was car- 
ried out successfully and the Imgc backlog of macliinc orders which went 
uncanceled created a false picture of demand, which leaily lieljicd man- 
ufacturers to supply the machines that war industry needed. 

With respect to the repair situation, however, there was considerable 
complaint. In May 1944, at the instigation of the Munitions Ministry, the 
Precision Machinery Control Association established the Kosaku Kikai 
Seibi KK. (Machine Tool Repair Co.. Ltd.) . This organization, which had 
three branches in Tokyo, Nagoya, and Osaka, was charged with the repair 
of damaged machinery for companies engaged in war production. Under 
the national plan, companies which were damaged were to inform tlie local 
office of the Munitions Mini,=try. The Ministry would then direct member 
companies to send survey teams to the damaged plant. The teams made 
recommendations to the Munitions Alinistry which, if approved, authorized 
the repair company to start operations.^" In pi'acticc the system was ineffi- 

In the majovily of cases the survey teams reported that the damaged machine 
tools could not be repaired. Under the conditions facing the Japanese there was some 
justification for this. Few motors or parts were obtainable; truck transportation was 
very limited; highly skilled labor, badly needed for hand-tailored repair work, was 
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cient and time consuming, and many firms frankly stated that they pre- 
ferred to obtain repairs from private sources or make them themselves rather 
than become involved in official negotiations. The aircraft industry alone 
had a high enough priority to obtain effective aid through this channel. At 
its inception the company figured on repairing some 150,000 machines. In 
actual practice it repaired only 7,800 machines from its ineeption to the end 
of the war.*“ It employed only 630 persons. It found it difficult to attract 
really skilled workmen and as a result its repair squads were made up of 
workmen with inferior training and ability. The Munitions Ministry office 
at Osaka compiled the following data which shows the percent of machines 
repaired as against requests received: 


Percent 


June-Dee. 1944 50 

Jan. 1945 40 

Feb. “ 52 

Mar. “ 40 

April " 5 

May " 11 

June “ 20 

July “ 1 


The machine-tool manufacturers did a small amount of repair work for 
their customers, but such use of capacity was of negligible importance, 
amounting in April 1945 to but 1 percent of tools and to 4 percent of 
workers. 

By 1945 the Japanese national inventory of machine tools, after allow- 
ance for obsolescence and air-raid destruction, was down to 599,870, or 
31 pewent of the U.S inventory at the time. The .Japanese total was dis- 
tributed as follows; 


“ Civilian ” industries 370,364 

Army 43,806 

Navy 17,593 

Aircraft 163,568 

National railiravs 4.539 

Total 599,870 


In the “ civilian " category 50 percent was held by the machine-building 
industry, 12 percent by “ civilian ” producers of ordnance for the Army, 
and the remaining 37 percent included production for the Navy, motor 
vehicles, etc. One interesting comparison is possible. In Japan in 1945 
there were 10.8 employees per machine tool for all manufacturing indus- 

critically short. Preservative lubricants were not available, and as a result of lack of 
care, many machines were severely damaged by heavy rusting due to exposure. With 
the undamaged segments of the production capacity being strangled by shortages, 
it is understandable why so little effort was devoted to repair. 

w See Report on the Kosaku Kikai Seibi AN, Machinery Bureau, Ministry of 
Commerce and Industry to SCAP-GHQ, Tokyo, December 20. 1945. 
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tries. In Gennany the comparable figure was 2.3. The Japanese air- 
craft industry had 6.1 employees per machine tool while the Germans had 
4.2. This would appear to bear out the contention that Japanese indus- 
try, despite its rapid growth, was less mechanized than occidental industiy. 

The air attack, though it destroyed an estimated 28 percent of the 
capacity of the industry and some 200,000 tools (thereby bringing the in- 
ventory down to 599,870) , came too late to hinder the equipping of Japan’s 
war industries. Government policy which, at the outset of the war (against 
China), had been to build up and expand the maehine-tool industry, re- 
versed itself toward the end of the war (against the United States) and 
diverted capacity, which it then considered exeess, to aid the aircraft 
industry. Furthermore, the loss of the 200,000 machine tools due to the 
raids was not crucial because of the decline in the flow of raw materials, 
and the resulting general drop in industrial activity made the remaining 
machines adequate to process materials available. 

Aihchaft 

In 1931 Japan produced 368 airplanes; Germany produced 13. In 1940 
German production was up to 10,826 while Japanese output was only 
4,768.^® Moreover, in German planning the possibility of air attack rvas 
taken into consideration and as a result the industi'y was well dispersed 
over moat part* of the Reich and the plants were frequently built in 
hitherto undeveloped areas and preferably in wood', a notable example 
being the Henschel engine plants in Kassel-Altenbauna. The layout of 
the buildings, as well as the location, was intended to minimize the effects 
of possible air attack. Structures were widely spaced and often built at 
irregular angles. Groups of buildings were made as self-contained as 
possible, and bombproofed cellars were provided. An effort was made 
to divide production of major components among factories in different 
towns of the same area. Despite the fact that this example W’as available 
to the Japanese, no attempt was made to follow it. Concentration in the 
Japanese aircraft industry was extreme; 72 percent of output came from 
plants within a 35-mile radius of the three big cities, Tokyo, Nagoya and 
Osaka. Four companies (Nakajima, Mitsubishi, Kawasaki, and Tachi- 
kawa) turned out more than two-thirds of all aircraft built between 1941 
and 1945; three companies (Nakajima, Mitsubishi, and Kawasaki) pro- 
duced three-fourths of all combat types during the same period. Three 
plants of two companies turned out 92 percent of the total propeller out- 

rr EHimaie of Bomb Damage to the Machine Tool Industry, Machineiy Buivau, 
Ministry of Commerce and Industry, Tokyo, October 1945. 

18 For an excellent account of the growth of the largest Japanese aircraft company, 
Nakajima Hikoki KK.. between the two World Wars, and of government stimulation 
and subsidy, see The Nakajima Aircraft Co,, Ltd., Corporation Report No. 2, Aircraft 
Division, USSBS. Washington, 1947, 190 pp. 
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put, and the two largest plants were located at Osaka. The bulk of the 
engine assembly operation was carried out in the Nakajima Musashi 
plant near Tokyo and in the Mitsubishi plants in Xagoya. The Mit- 
subishi-Nagoya airframe plant totaled 4,250,000 sq. ft. of productive floor 
area, making it one of the largest aircraft plants in the world, while Mit- 
subishi’s Nagoya engine works was 3,800,000 sq. ft. These concentrations 
alone represented two-thirds of the corporation’s airframe- and more than 
half of its engine-manufacturing area. Activities of the Nakajima Com- 
pany were centered around Tokyo. Its Musashi and Omiya engine plants, 
its Ogikubo engine parts plant, and three of its largest airframe assembly 
plants were located near there, while its fourth largest airframe assembly 
plant was at Handa in Aichi prefecture near Nagoya. It is little wonder, 
therefore, that the Japanese aircraft industry was the number-one target 
of U.S. planes. 

Since the greatest portion of Japanese aircraft capacity expansion oc- 
curred during the Pacific War years, the Japanese expended enormous 
effort putting together an aircraft industry in one place only to have to 
tear it apart and cart (literally, cart = ox-cart) it away within six months 
after it reached its peak. Rarely in the annals of history has a group 
of military planners, who were privileged to elect the time and method 
of starting a war, ever exhibited gi'eater stupidity. The growth of the 
Japanese aircraft industry during the war was creditable, the debacle 
which accompanied its downfall was incredible. In late 1944 the govern- 
ment ordered the industry to double its output, utterly ignoring the 
realities of the supply situation, and within three months ordered it to 
disperse. Even our most competent military intelligence experts were 
taken by surprise by the extent and rapidity of the decline in aircraft 
output.^® In Germany it took some 90,000 tons of bombs over a period 
of two and a half years to beat down the aircraft industry. In Japan 
only 16,300 tons were dropped over thirteen months, with 80 percent com- 
ing in the last four months. 

A comparison of the total number of aircraft produced in several 
countries during the war years may be seen in the following table and 
may serve to place the Japanese industry in proper perspective. 

rsFor the third quarter of 1943, the Military IntelliEcnce Service’s e.stimate of 
Japanese combat airci'aft oulput almost coincided with actual production. The former 
figure was 1,162, the latter 1,160. From that point on, however, the gap between esti- 
mated and actual production was widened. The MIS estimate for December 1944 was 
2,368 planes; actual output was only 1,685. For June 1945 the estimate was 1,628; 
actual was 966. Strangely, estimates made just before the surrender were less ac- 
curate than those made earlier. Actual average monthly production of combat air- 
craft for the fourth quarter of 1944 was 1,771. The MIS estimate, made on January 
23, 1945, of production for this quarter was 2,042. The estimate prepared six months 
later, as of July 31, 1946. put it at 2,295. See The Japanese Aircraft Industry, USSBS, 
Washington 1947, pp. 167-68. 
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Country 

mil 

1942 

1943 

1944 

Total— 
4 yean 

Japan 

.... 5,088 

8861 

16,693 

28,180 

58822 

Germany 

.... 11,766 

15856 

25,527 

39307 

92,656 

Gl'pat Brilain .... 

. ... 20.100 

23.600 

28 200 

26.500 

06,400 

United 

. . . , 19.433 

49.445 

92,196 

100,752 

261826 


While the use of number of aircraft rather than airframe weight tends 
to underemphasize increase of output somewhat in the U.S. and over- 
emphasize it in Germany, in Japan the relationship between airframe 
weight and number of planes produced remained eonstant. In the United 
States, the shift to four-engined heavy bombers toward the end of the 
war tended to result in a decline in the monthly output of planes by 
number, whereas total weight produced increased. In Germany, the shift 
away from bombers to fighters resulted in an increase in number in 1944 
while weight remained steady. In Japan, though there was a shift from 
bombers to fighters, the early bombers were very light while the trend 
in fighters was toward heavier, better protected types, so one balanced 
the other.-" It is interesting to note that while Japanese production was 
26 percent of U.S. output in 1941, the eai’ly vigor of the U.S. war effort, 
contrasted with the complacency of the Japanese, carried the percentage 
down to 18 for 1942-43, but with the intensified Japanese effort in the 
latter part of 1943 and 1944 the percentage rose again (for 1944) to 28.®^ 
The trend in and relationship between Japanese airframe, engine and 
propeller output may be seen in the following table, which is on a calendar 
rather than a fiscal year basis. 

mi WJ3 1943 I9U 1946* Total 


Airframes 5.0S8 8.S61 16.693 28,180 11.066 69888 

Engines 12.151 16,999 28,541 46,526 12360 116577 

Propellers 12,621 22,362 31.703 54,452 19,922 141 060 


*Krst seven and one-half months. 

Although the 1941 output was four times the 1936 production total, 
the real e.\pansion came during the years 1943-44. Nearly six times as 
many planes were produced in 1944 as in 1941, Moreover, combat types, 
which were 60 percent of the total in 1941, rose to 75 percent in 1944. 
Yet when this expansion i* examined, the origin of trouble may be seen. 
While airframe expansion was almost sixfold, engine output increased 
not quite four times. From 2.3 times airframe output, engine production 
fell below the 1.8 minimum requirement in April 1944 and by 1945 was 
down to 1.1. This was the first bottleneck. 


iivi/'* weight rose to 593 in September 

1944, while for number of aircraft the index stood at 606 the same month. 

"1 On a weight basis, however. U.S. output pulled sharply and steadily away from 
the Japanese. On this basis the percentage of Japanese output to U.S. production 
fell from 26 percent in 1941 to 8 percent in 1944, 
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While the relative decline in engine availability occurred because of 
material limitations and not because the Japanese planned it, the situ- 
ation was partially saved by the relatively greater percentage of total 
production absorbed by single-engined fighters toward the end of the war, 
in contrast to the larger percentage of twin-engined bombers and trans- 
ports earlier in the war. This may be seen from Table 28, which is on a 
calendar year basis. Fighter output rote from 21 percent of total output 
in 1941 to 49 percent in 1944-45, while bombei' output declined from 29 
percent to 17 percent of the total over the same period. Fighter pro- 
duction rose from approximately 500 in the first quarter of 1942 to a 
peak of 3,752 in the third quarter of 1944 (second quarter on Japanese 
fiscal year basis] . Trainer production reached its peak of 1,812 planes 
in the second quarter of 1944, more than three times the production in 
the corresponding quarter of the previous year. Trainer production was 
continued even after the training of pilots was discontinued due to lack 
of aviation gasoline, because the militai'y expected to use trainers against 
the invasion as Kamikaze planes. They were inexpensive in terms of 
materials to produce, could be flown by relatively inexperienced pilots, 
and had superior maneuverability and range in contrast to the Baka-type 
piloted bomb. Bomber production more or less leveled off beginning in 
the last quarter of 1943 but there was a trend toward single-enginod 


TABLE 2S 


Jap.wksf. Aip.crwt Output by Fuxchoxal Types, 1941-45 


Calendar 

Year 


FiglUcr 

Bomber 

1941 

Number 

. . . 1080 

1461 


Percent 

21 

29 

1942 

Number 

... 2935 

2433 


Percent 

33 

27 

1943 

Number 

. . . 7147 

4189 


Pereent 

43 

25 

1944 

Number 

. . . 13811 

5100 


Percent 

49 

18 

1945“ 

Number 

. . . 5474 

1931 


Percent 

49 

17 


Reece 

Trainer 

Other ‘ 

Total 

639 

1489 

419 

5088 

13 

29 

8 

100 

967 

2171 

355 

8861 

11 

25 

4 

100 

2070 

2871 

416 

16693 

13 

17 

2 

100 

2117 

6117 

975 

28180 

S 

22 

3 

100 

855 

2523 

280 

11066 

8 

23 

3 

100 


““ Other ” inrludes Hjiiii: boale. transpoit'^. glideis, nncl suicide aircraft. 
’’ January 1 to August 15. 

Source: Air Ordnance Bureau. Munition!, Ministiy. 


bombers. The concentration of production on combat aircraft types using 
one engine began after raid-1942. Production of single-engine planes rose 
from 403 in the first quarter of 1941 to a peak of 4,195 in the last 
quarter of 1944, while output of twin-engined aircraft rose from 164 in 
the first quarter of 1941 to a peak of 1,399 in the third quarter of 1944. 
This trend was dictated partly by the decline in engine output after the 
spring of 1944 and by the increasingly defensive nature of the air war 
for the Japanese. They never placed as much importance on transport 
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aircraft aa did the U.S., partly because they were never able to develop 
a good four-motor type and partly because, limited by their resources, 
they economized by using obsolete twin-engined bombers or even twin- 
engined trainers, as transports. 

These shifts in emphasis, plus the fact that early Japanese models 
did not stand up in combat, plus Army and Kavy rivalry, led the Japan- 
ese to adopt an excessive number of models. This, in view of the shortages 
of materials and skilled labor, disrupted planning, retarded production 
and lowered efficiency. In ilitsubishi’s Zeke -- fighter and Betty 
bomber (both Xa\'y). the Japanese thought they had planes capable of 
downing existing U.S. models at the beginning of the war. When it be- 
came evident, however, that these planes were highly inflammable and 
lacked fire power, the Japanese broke out with a rash of models. The 
Xavy developed 53 basic inodels. having 112 vaiiation=. while the Army 
had 37 basic models with 52 variation.--, or a total of 90 models and 164 
variations. All types, of course, were not in production at any one time, 
but as of the beginning of 1945 the Navy had in production three types 
of fighters, four dive bombers, two torpedo bombers, one medium bomber, 
five reconnaissance plane', one piloted bomb, one transport, one flying 
boat, and five types of trainer'. The Army had four types of fighters, 
three bombers, two recce', one transport, one piloted bomb (different, of 
course, from the Navy’s), and four trainers.^* 

Okana, director of aircraft production for Mitsubishi Heavy Industries 
Ltd., declared: 

When new foreign planes or data were obtained, the .4rmy and Navy 
always insisted upon studying them first. The manufacturers received the 
model or data for study after the Army or Navy finished with it, and gross 
delays thus occurred, Furthermore, when the Ai-my or Na^•y did turn over 
the foreign plane data to the manufacturer, only one manufacturer was 
chosen, the data given to it, and to all intents and purposes such new data 
remained a secret from all other companies. Many ridiculous cases occurred 
wherein both the Army and Navy turaed over identical foreign aircraft to 
different companies for secret investigation, development, and production. 

. . . Even wdthin any one company performing work for both the Army and 
Navy, two separate entities existed, one for Army work and the other for 
Navy work. Probably the outstanding example of Army-Navy cooperation 
was the development of the Shusui. KI-83 and Shusui were to have been a 
combined Army-Navy experimental job, but KI-83 was directed by the 
Army and Shusui by the Navy. Moreover, the Army undertook the design 
of an improved Shusui called the KI-202. The power plant for the Shusui 
was made the Army’s responsibility, but the Navy, nevertheless, developed a 
separate engine of its own. Thi,', allegedly, wa.s close cooperation.^^ 


22 U.S. code names for Japanese aircraft types. 

22 Tabvlalion oj Japanese Planes Produced and Used During the War, Air Ord- 
nance Bureau, Munitions Ministry, Tokyo, November 12, 1945. 

2' USSBS Interrogation of Okana, Yasujiro, Tokyo, December 6, 1945, p, 6. 



THE TOOLS OF WAR 


213 


The multiplicity of models was in contrast to the shipbuilding industry, 
where standardization was enforced, and the secrecy in contrast to the 
aluminum industry, where firms were ordered to make their process de- 
velopments available to all other companies. With respect to standard- 
ization the U.S. Air Technical Intelligence Group declared: “ It was planned 
to completely standardize the equipment [electrical equipment for aircraft] , 
but except for settling on standard voltage and the use of common inverters, 
the standardization never got beyond the paper stage.” 

The way in which very simple change-overs retarded engine produc- 
tion in the Atsuta Plant of Aichi Aircraft Company may be seen in Chart 
5. The Atsuta plant was the only producer of inline engines for the Japa- 
nese Navy. From December 1941 through August 1045, a total of 1,623 
inline engines was produced at this plant, compared with capacity of 3,247 
and government orders for 3,850 engines.^ 

Taohikawa was called upon to work upon a bewildering variety of 
planes besides its 0=car and Hickory.-'' It attempted to put Patsy into 
production for fifteen months without success. In early 1944 there was 
trouble with its jig designs but in May 1944 one plan was found accept- 
able. It was hoped that skilled labor from the Oscar and Hickory lines 
could be partially shifted, but the Army would not permit it. The April 
air attacks damaged or destroyed 80 percent of the Patsy wing and fuse- 
lage jigs and in June 1945 the engine model was changed from HA 43 
Model 01 to HA Model II. Altogether 3 Pat'y’s were produced in 1944 
and 12 in 1945. Prior to 1944 Tachikawa produced KI-9 Spruce, KI-17 
Ida (recce and trainer), KI-34 Thora and Thelma (transports). From 
January 1939 to March 1943 the comi>any assembled an average of 40 
Spruce trainers monthly except in December 1941 and January 1942 when 
all Spruce workmen were put on production of detachable fuel tanks for 
Oscar. Assembly of Spruce was discontinued in March 1943. In March 
1942 Tachikawa received a govenmient order for 145 KI-17’s and these 
were completed by April 1943 when the tyjw was discontinued. It alter- 
nated on production of Ida (KI-65) trainer and Ida (KI-36) reconnais- 
sance from 1939 to 1944 according to government onlers. The former 
w'as discontinued in April 1943 and the latter in January 1944. Thora 
production began in January 1939 and continued until April 1943 when 
the type was abandoned. A monthly production average of about 10 
was maintained. Helen production was attempted in 1942 and 1943. 

Eleclt ical Equipment anrl Aceeikones lor Japanese Airrrafl, Air Technical In- 
telligence Group, Report Xo. 43. Tokyo, November 6. 1945. (.Available in the Library 
of Congress, PB 16799.) See al.so Ait Technical Intelligence Review Report No. 
P-1R-68-SF, Tokyo, June 27, 1946 (Library of Congress, PB 33118). 

-'’Aichi Aircraft Co,, (Aichi Hikoki KIC). Corporation Report No. V, .Aircraft 
Division, USSBS, Washington. 1947, pp. 13 and 42. 

2' These were US. code names adopted to identify Japanese aircraft types. 
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Xakajima had designed the plane and Tachikawa built jigs in accordance 
with Nakajima drawings, but errors were made and the planes could not 
be assembled. The jigs were redesigned and rebuilt by Hay 1943 and 
a production of six planes a month was reached in July. At that time 
the Array reduced their orders for Helen in favor of Oscar and in January 
1944 production of Helen was completely stopped.-* 

Another example of constant shifts and losses in production from 
poor planning was the ease of the Hidaka Plant of the Ishikawajima 
Koku Kogyo KK. The Hidaka plant prior to its purchase in September 
1943 by Ishikawajima was a branch factory of Chuetsu Textile Co. It was 
given an experimental order for 50 exhaust-driven turbo superchargers 
for the Navy. The pioduction problem initially was the acquisition of 
the proper machine tools. There were a number of all-purpose tools on 
hand but production schedules demanded various special-type tools such 
as special gi'indcrs to fini-h turbine blades. The demand for these super- 
chargers became pressing and in March the ^Munitions Ministry stepped 
up its order to 450 per month. Some 2.000 additional employees Avere 
recruited and because of the shortage of machine tools (special-purpose), 
a three-shift system was adopted. Production was scheduled to get 
underway at the 450-per-month rate in June, after the employees were 
trained. In July the Munitions Ministiy suddenly ordered production 
of turbo-superchargers halted and experimental work began on a turbine 
rocket motor known as TR. Current production plans accordingly were 
dropped, and this resulted in a surplus of employees and trainees. To 
absorb this excess, the Hidaka plant in August took over some subcontract 
fabrication of fuselage parts of the fighter George for the Naruo plant 
of the Kawanishi Aircraft Company and also fabrication of bulletproof 
cockpit-frame Avindshields for the Nav'y. In order to obtain needed 
machine tools for the production of the TR turbine I’ocket motors, the 
Shibayama Steel Works in ITakayama was purchased in September 1944. 
This plant had been engaged in production of slotting machines, and this 
acquisition added about 100 machine tools, a large amount of stock parts 
and about 50 employees to the Hidaka plant rolls. The machine tools, 
however, were old and a period of time was required to convert them to 
TR production. At the end of December, Avhen experimental work on the 
TR turbine rocket motor was nearing completion, the Munitions Ministry 
again suddenly ordered all work on this project stopped. The Ishikawa- 
jima Company then decided to concentrate all its Hidaka plant facilities 
on manufacturing parts for its own Tomioka plant and accordingly gave 
up its subcontract work for Kawanishi and bulletproof windshields for 
the Navy. Parts production was scheduled to begin in January 1945, 

(Tachikawa Hikoki KK.), Corporation Report No. X, 
USSBS, Washington, 1947, pp. 14-15. 
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but did not get under way until March. In April the Munitions Min- 
istry’s dispersal directive forced Hidaka to abandon completely all cur- 
rent expansion plans and on !May 22 the lormal dispersal order was re- 
ceived and the Hidaka plant began to disperse.-® 

Further examples could be cited. The impact on production is ob- 
vious. The early lack of armor and fuel-tank protection forced changes 
and by the end of the war practically all models designed for tactical 
use were fitted with armor plate and seif-sealing tanks. But by then 
all the best and experienced Japanese pilots had been lost and the newer 
ones were so poorly trained that operational losses rose to 50 percent. 
The irony for the Japanese was that when the good pilots were available 
they had to use inferior planes and were killed, while, by the time the 
better planes were available, pilot ti-aining had to be severely cut because 
of the fuel shortage. 

Lt. Gen. Kawabe testified; 

Just to ferry the planes all that long distance was a very difBcult task 
to be undertaken by the Japanese airforces of that time — from the technical 
inability standpoint. I want to add because I have had a particular interest 
in this phase of things, that the very fiivt pilots who were sent down . . . 
were very good, excellent pilots, and to have them all killed was a very 
painful thing. . . . 

As to the reasons for shifting planes from Manchuria to the Philip- 
pines, he noted: 

The airplane production in the homeland was satisfactory. It was on 
the up-grade at that time but the training of personnel was not adequate 
and that was the reason they had to call on such forces as from Man- 
.churia.™ 

Commander Xomura, Staff Air Opei’ations Officer of the 11th Air Fleet 
at Rabaul from Xovember 1942 until July 1943, stated that pilots con- 
tinually discussed the relative merits of the Japanese and American air- 
craft and were convinced in their own mind that they were flying greatly 
inferior aircraft. He said they “ had a horror of American fighters ” and 
that generally, while the Zero fighter was about equal to the U.S. P-40 
and F4F, it was no match for the r4U and the F6F.®^ 

28 Tho Ishikawojivia Aircraft Indu'tlric't Co., Ltd., Corporation Roport Xo. XIII, 
Aircraft Division, USSBS, Washington, 1946, pp. 7-8. 

Inlenogations of Japanese Officials, Vol. II. InteiTogation No. 447, Tokyo, 
November 26, 1945. Lt. Gen. Kawabe was Chief of the General Affairs Section of the 
Army Bureau of Aeronautics from the beginning of the war until April 1943, Com- 
mander of the Air Army in Manchuria, May 1943 to August 1944, and Deputy Chief 
of the Army Bureau of Aeronautics from August 1944 until April 1949. 

8^ USSBS Interrogation of Nomura, Ryosuke. Interrogation No. 601, Tokyo, 
November 28. 1945. 
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Although most Japanese aeronautical engineers rvere trained abroad 
and were aware of technical advances elsewhere, it is estimated that their 
research was one to one and a half j'ears behind that of other countries 
and application to production lagged another year. During the China 
War period Japanese reliance upon the United States for plans, models and 
techniques was particularly heavy. One source declares; 

For asEistance other than financial, the Japanese aircraft industry owed 
more to the United States than it did to its own government. It is sad, but 
true, that U.S. fighter and bomber pilots fought again.'t aircraft whose 
origins could be traced back to U.S. drafting boards. Many Jap engines and 
propellers came from American designs which had been sold under license 
in pre-war years. Many top Jap aeronautical engineers could claim degrees 
from Massachusetts Institute of Technology, Stanford and Californa Tech. 
Their best production men had served apprenticeships with Curtis, Douglas, 
Boeing, or Lockheed. Here and there, war-time German influence was evi- 
dent . . . but it can be fairly stated that the Japanese fought the war with 
aircraft on which the strongest influences in design were American.®- 

The countiy lacked the research capacitj', materials and skilled labor to 
keep up to date. In propeller production, for example, the two principal 
types used throughout the war were the pre-war American “Hamilton 
Standard " and the early German VDM design, with little original work 
attempted. The Air Technical Intelligence Group estimated that Japan- 
ese propeller development was at least five years behind American 
progress.®® While such advanced design features as pressurized cabins 
and cockpits, laminar flow wings, counterrotating propellers, turbo- and 
direct-driven superchargers, jet-assisted take-off units, etc., were found in 
Japanese experimental aircraft, few such machines ever reached the pro- 
duction stage. 

An example of Japanese difficulties, when unassisted by foreign aid, 
may be seen in their development of suicide and jet-type aircraft. The 


The Japanese Aircraft Industry, Aircraft Division, USSBS, Washington, 1947, 

p. 4. 

^Sumitomo Propeller Performance and Design, ATIG Report 23, Tokyo, October 
31, 1945. (Available in the Libraiy of Congress.) In another report it was stated 
that: “In view of the increasing diameters it had been decided to turn to hollow 
steel blades to save weight and one sttch propeller following conventional Curtis 
practice had been built. The possibilities of greatly increased activity factor, by use 
of this method of manufacture, had not Ireen considered. Blade flutter was consid- 
ered a major problem and research was underway to find a vibration eliminator. It 
had apparently occurred to the Kavy that something was lacking in their design studies 
on what was called ‘ power-propeller ratios Pulnre Production Plans and Military 
Requirements for Aircraft for the Japanese Navy, ATIG Report Ko. 16, October 29, 
1945. (Available in the Library of Congress.) 
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first Baka type was the Navy’s OKA-11. This baby aircraft, or piloted 
bomb, was powered by three solid-fuel rockets in the tail of the fuselage, 
but since tlie effective range of the rockets was almost nil, it was necessary 
to release the plane practically within gliding distance of its target. The 
Navy two-engined bomber, Betty, had been modified to carry the Baka 
by nestling it below the bomb bay, but since the Betty with the Baka was 
slow and cumbersome, it proved to be extremely vulnerable to the target. 
The Okinawa campaign quickly proved its ineffectiveness and production 
was stopped in the spring of 1945 after 755 had been produced. An im- 
proved version, the OKA-22, was planned to overcome these difficulties. 
The newer, faster, more maneuverable Navy plane, PIYI-Frances, was 
selected as a parent, but because of its more limited clearance it was 
found necessary to reduce the size of the OKA-22 and the war head was 
reduced from 2,645 to 1,320 pounds. In order to increase the range so 
that it could be released about seventy miles from the target, a Campini 
jet-type engine was installed. Parts were fanned out and in the con- 
fusion of early 1945 it was finally possible to test one completed plane 
in July. In the flight test, rockets installed under the wings to give 
greater driving speed went off imc.xpectedly just after release, causing a 
stall from which the pilot never recovered. OKA series 30-40-50 were 
projected. OKA-30 proved to be too heavy for its parent plane and was 
abandoned. The 50-series had been projected for launching from a tow 
plane. Runways, however, proved to be short to get the OKA-50 airborne 
and the series was dropped. Designed for shore defense, the OKA-40 
series was intended to be launched from a land-based catapult. The 
first plane had not been completed as of the end of the war, but one large 
catapult had been built at Takeyama, west of Yokosuka, and was in use 
to instruct pilots in the launching operation pending completion of the 
weapon itself. 

The Japanese attempted to develop the J8JI1 Sliusui (Na\y) and 
KI-201 (Arrnyl after the German jet-propelled fighter iIE-163. A 
sample ME-163, together with other aircraft equipment and plans, was 
sent to Japan by ship. The plans were removed at Singapore and flown 
to Japan but the ship was sunk enroute and models and technicians lost. 
The Japanese attempted to produce the plane from the blueprints. Orig- 
inal plans contemplated the production of 155 planes by March 1945, 
1,200 by September 1945 and 3,600 by ^March 1946. Power-plant devel- 
opment was, of course, much slower than planned and it was necessaiy to 
revise the program downward twice, once in April and again in July. The 
first plane complete with engine was finally assembled in July and it 
crashed on its first flight. 

“ Baka ” was the T1.S. code word assigned to the suicide plane. It is a Japan- 
ese word meaning “ fool.” It was first suggested by a Naval Intelligence Officer (Japa- 
nese language) on Admiral Nimita’ staff on Guam. 
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Okana declared: 

Investigation disclosed that the engine failure was due to fuel fwd 
stoppage. This was explained as follows: Because of the need for hurrying 
the test. Yokosuka Airfield was used. This was known to be too small for 
safety so a minimum of fuel was loaded. So small an amount was loaded 
that, with high acceleration and steep angle-of-climb soon after take-off, the 
fuel surface dropped below the outlet level and the flow of fuel failed. As a 
result of this finding the whole fuel system had to be redesigned. The drain 
part wa^ relocated and enlarged and a jet pump was installed. Before the 
next prototype engine could be built, however, the Japanese surrender oc- 
curred. 

While these are all isolated examples, added together they make a pat- 
tern, and it is one of relatively low efficiency for Japanese aircraft builders. 
Fortunately, it was possible to provide overall quantitative proof of this. 
During the war the L'nited States .Aircraft Resources Control Office of 
the War Production Board developed a formula which yielded comparative 
efficiency indices from which the relative performance of manufacturers 
could be gauged. These took into account all the known variables and 
resulted in a figure of pounds of -airframe produced per employee per 
working day.^’ These comparative manufacturing efficiency indices for the 


W The steps taken to detemiine an index of relative efficiency of Japanese and 
tJ.S. aircraft production by the .Aircraft Division of T'SSBS were as follows: 

The pounds of weight produced for a three-months period wore used to avoid 
fluctuations caused by short-iires, we.itber. design changes, etc., which may have caused 
a drop in production one month only to be off-et by an abnormally large production 
the follow mz inonih. Pound- of weight were then converted to a common basis 
(that of fighter production). In order to induce the results to a common unit, the 
pounds of weight produced in a given thiec-niontli.'! period was divided by the number 
of working days in that period. Thi.« resulted in a figure for pounds per working day. 
In determining pounds per employee per working day the number of employees used 
was that of the first month of the index peijod. This was done to give consideration 
to “ labor flow time." or the fad tliat parts produced in May would not be reflected 
in output until July, although a large portion of July final assembly work would 
show up in July acceiitauees. In this connection, pounds per employee per working 
day might have been ii-ed as a rough measure in estimating tlie relative differences 
in efficiency. The final s|ep, howeier. iiiorlifieil this figure by taking into account 
variations in the scale of prodiicfion underlukeu It was determined that each time 
the quantity to be produced wa= doubted the unit labor involved dropped to 80 per- 
cent of the amount required in the original qu.antily. (See '‘Factors .Affecting the 
Cost of .Airplanes” by T P. ATright. Journal of the Aeronautical Sciences, February 
1936 ) Hence a basic SO iiei-eent curve was developed a.s a means of measuring vari- 
ation in output with consideration given to the quantity produced. In deriving this 
index a representative sample of Japanese companies and American companies was 
chosen for each period to be measured. Unit acceptance of these companies was modi- 
fied to equivalent units of fighter planes and reduced to number of planes per company 
per day. The quantity factor (Qf) was then read from the 80 percent cun-e. Hence the 
index of efficiency: Ib3./emp./Day X Qf=IE. The computation is shown in The Japa- 
nese Aifcrajl Industry. USSBR, AVashington, 1947, pp. 27-28. 
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U.S., Germany and Jajjan, may be seen in tlie following table: 


Year(Jidy) VniledStates Japanese 

1941 1.42 0.63 

1942 1.88 0.63 

1943 188 0.71 

1944 2.76 0.71 

1945 2.36 0.42 


Percent 
to U.S. 

Germany 

Percent 

toV£. 

44 

1.15 

•81 

34 

UO 

69 

38 

150 

80 

26 

1.25 

45 

18 




Thus it ia apparent that although Japanese overall efficiency improved dur- 
ing the war, relative to the U.S. it sank from the low level of two-fifths to 
only one-fifth by the end and averaged about one-third of U.S. performance. 

Part of this poor showing was due to the nature of the labor supply 
and while this will be considered in some detail in the following chapter 
it may be well to mention the essential faets briefly at this time. Em- 
ployment in the aircraft industry increased fourfold between December 
1941 and December 1944. The trend may be seen in the following table: 


Airframes & Assemblj- 
Engines & Propellers . 
Totsl 


(in thousands of workers) 


Dec. 

Dec. 

Dec. 

April 

Dec. 

April 

ISU 


1943 

1944 

1944 

1945 

200 

400 

600 

614 

800 

831 

114 

233 

291 

315 

410 

427 

314 

633 

891 

929 

1,210 

1.258 


These figures do not aceount for all the many direct and indirect con- 
tributors to the industry among the subcontractors. A survey by the 
Air Ordnance Bureau of the Munitions Ministry, in February 1945, of a 
sample of 1,260 plants placed total employment in the entire industry, 
including parts, at that time at 2,020,000 (excluding light metal plants.).®' 
Women constituted 30 percent of the total. Accurate detailed statistics 
are lacking for the whole industry, but a study of plant and corporation 
reports would indicate a rough classification of workers in the aircraft 
industry by the end of 1944 as follows: 


15-40 percent regular, hired empli yces 
20-30 percent conscripted labor 
30-40 percent students 
10-13 percent soldiers 

The problem of production of high-precision parts and of the intricate 
mechanisms of the modern airplane with such a labor force is at once 
apparent. It is surprising that Japanese aircraft production rose to the 
level it did in view of the fact that a good percentage of its labor had no 
tradition of mechanical aptitude or training. Skilled workers were des- 
perately lacking. The militai-y refused to recognize the situation and 
continued indiscriminate drafting of eligible males regardless of skil l 

" See Chapter 5, p. 302. 

Even the largest aircrafl producer in Japan in 1945, the Nakajima Co., was 
not exempt. In Eebniaiy-Maich, some .500 skilled male workers were drafted from ita 
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Higli school boys, physically sub-staiidard college students and non- 
essential workers from other industries were drafted in large numbers to 
replace the regular aircraft workers who were drawn off to the military 
sendees. The demands of the military became so excessive in the spring 
of 1944 that the aircraft manufacturers protested to the government that 
the requirements of the Array and the Navy for aircraft could not be 
met in view of the excessive drain on manpower. The situation finally 
became so critical that some key personnel, both engineers and production 
men, were released from the services to their former civilian jobs and a 
certain number of skilled workers were detailed to private industry out 
of Army and Navy arsenals. In addition, large numbers of soldiers, re- 
gardless of skills, were detailed for tcmporaiy duty (usually for six months) 
with aircraft manufacturers. They were generally employed as common 
laborers it they lacked previous training, but their presence in the fac- 
tories created considerable unrest and dissension among civilian workers 
because they were better clothed and drew far better rations than were 
available for the most highly-skilled regular workers. Many companies 
attempted to work double shifts but supennsion was then spread so thin 
that night work was never planned or controlled properly. There was 
considerable testimony to the effect that efficiency on the second shift fell 
so low that it was hardly worthwhile.”* 

In spite of the fact that the experience of the average aircraft worker 
was very low, little was done to provide specialized jigs and tools to com- 
pensate in part for lack of skill, as was common in the United States and 
in Germany. A U.S. OSED report correctly sunnised that 

. . . Apparently the part was made without the use of extensive blending 
and forming dies such as would be used in this country to mass produce the 
item. The poor fit-up and low quality of the .soldered joints indicate that 
jigs and fixtures used in assembly were inadequate for the design. As a re- 
sult the joints formed were all low quality.*" 

There was a large amount of bench work, with individual workers 
chipping and filing on bits of metal and assembling small subassemblies 
by main strength and awkwardness. This was partially due to the fact, 
as was indicated previously, that the machine-tool industry was geared 
to output of general- rather than speeial-imipose tools. Japan had de- 

Omij-a (Navy) engine plant. company protest brought a new group of unskilled 
soldier-laborers to the plant. See Nakajima Airrmjt Co. Ltd., (Nakajima Hikoki 
KK.), Corporation Report No. II. USSBS. IVashington, 1947, j). 148. 

”*See USSBS Interrogations of Goko, head of Aviation Industry Association; 
of Kimihei Nakajima, vice-president of Nakajima Aircraft, and of Otani, head of 
aircraft division of Mitsubishi Heavy Industries. 

^ MetaUmgical Examination aj Japanese Aircrajt Oil Radiator, OSRD Report No. 
3920, July 18, 1944. (Available in the Library of Congi'ess.) 
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pended on foreign producers for special-purpose precision tools. One 
manufacturer estimated that the industry-wide average (airframe and 
engine plants combined) showed about 50 percent foreign-built tools at 
the beginning of the war, with a drop to 20 percent at the end. Variations 
in tools and subassemblying practice led to lack of standardisation and 
interchangeability, which handicapped subsequent maintenance oper-. 
ations.'"’ A contributing factor was that a considerable percentage of air- 
frame and engine subassembly manufacture was let out to subcontractors, 
and a high percentage of parts came from a larger network of subcontrac- 
tors. Shops scattered tliroughout the industrial areas supplied thousands 
of bits and pieces which made up the finished aircraft. Good master tool- 
ing, with tight control of subcontractors’ tools, was absolutely essential, if 
the pieces were to fit togetiier properly at final assembly. The Japanese 
had much more difficulty with this due to their lack of specialized tools 
and, as a result, the major producers came to extend much closer control 
and supervision over their ^ubcontractors than was true either in the U.S. 
or in Germany. 

Before examining the system of subcontracting as well as component 
supplies, it would be logical to consider the major producers of both com- 
pleted aircraft, engines and propellers. The relative standing of the pro- 
ducers of completed aircraft is shown in Table 29. Five manufacturers, 
Nakajima, Mitsubishi, Kawasaki, Tachikawa and Aichi, accounted for 
nearly three-fourths of all aircraft output during the period 1941-46. The 
remaining production was distributed among 10 corporations and 6 arse- 
nals, none of which made as much as 5 percent of the total output. The 
two biggest companies produced 60 percent of all combat types, while the 
five laigest turned out 88 percent of all combat aircraft. At no time dur- 
ing the war did the Army air arsenal or the four Navy air depots produce 
any significant number of aircraft nor was their output devoted primarily 
to research and output of experimental craft particularly. Less than 5 
percent of the Japanese aircraft were made by the Array and the Navy 
in their own facilities.'*' Mitsubishi and Nakajima also led in output of 

number of non-opcralional planes were found on Luzon. Keplucements for 
missing parts were avaibble on the island but the .Japanese explained that they were 
either parts for the wrong planes or they did not fit and therefore could not be used. 
For a discussion of Japanese difficulties because of lack of standardization, see ATIG 
Report No. F-IR-66-RE, Tokyo. June 26, 1946. (Library of Congress, PB 33117.) 

41 Even in engine manufacture where production was concentrated in a few hands, 
ATIG noted: “The Japanese specified an oil/fuol ratio of 1/14 based on overload 
fuel. However, each engine manufacturer was permitted to determine and demon- 
strate the oil consumption for a parpcular engine and the mtio for an aircraft using 
that engine would be adjusted accordingly. This led to considerable confusion, the 
oil and fuel ratio varying with airplanes and with various engines in the same air- 
plane.” ATIG Report No. 16. Tokyo, October 29, (Library of Congress, PB 16821). 
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* Less than one-tenth of one percent. 

Source: Air Ordnance Bureau — Munitions Ministry. 
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engines. Together they accounted for two-thirds of all engines produced. 
In propeller output two companies, Sumitomo and Japan Musical Instru- 
ment (Nippon Gakki) , together accounted for 92 percent of propeller pro- 
duction. 

The Japanese distinguished between subcontractors and component 
manufacturers. Airframe, engine and propeller manufacturers received 
their orders directly from the government and the same was true of the 
component manufacturers. Both received their material allocations from 
the Munitions Ministry. Subcontractors, on the other hand, received their 
orders and materials directly from the principal manufacturers. Both 
component manufacturers and subcontractors were concentrated in Tokyo, 
Nagoya, or Osaka. The relative size of the two groups in relation to the 
industry as a whole may be judged from an estimate of employment 
presented by the Welfare Ministry .■*- 


Airframe 

Airframe siihrontrertors 

Engine 

Engine Bubcontrnctors 

Propellera 

Propeller subcontractors 

Component manufacturers 

Component manufacturers’ subcontractors 

Total 


Feb. 1, 1944 
405,660 
112,000 
200,000 

34.000 

23.000 
3,000 

170,0001 

58.000 ) 
1,005,000 


Feb.l,I9iS 

574.000 

122.000 

267.000 
53,000 
35000 

5,000 

308.000 
1,364000 


Ifc is apparent that all segments of the aircraft industry relied upon 
subcontractors. The airframe manufacturers let about 35 percent of their 
work out to subcontractors, Mitsubishi subcontracted to the extent of 32 
percent; Nakajima 42 percent. Component manufacturers subcontracted 
36 percent of output, engine manufacturers 24 percent, and propeller manu^ 
facturers only 16 percent.^^ The relationship between sub- and prime 
contractors grew increasingly close, partly because necessity dictated. The 
ATIG noted: 


^^Eatimales oj Total Employvioni in the Output oj Airplanes, Welfare Ministry, 
Tokyo. This estimate for February 1945 is materially below one presented by the Air 
Ordnance Bureau of the Munitions Ministry for the same month. See Chapter 5, 
p. 302. This estimate was based on the national registration of November 1944. Since 
only unmarried women between 12 and 39 were required to register, it understates 
female employment in the industry to a considerable degree. It also excludes older 
men who were not required to register. It is used here, however, because it is the 
only one available which attempts a breakdown between main producers, subcontrac- 
tors, and component manufacturers. All the omissions mentioned above would be 
common to all branches of the industry and, therefoi'e, to the extent that the figures 
are used only for gauging relative importance, they are sot misleading and present 
a picture nowhere else obtainable. 

43 (Subcontracting in the Aircraft Industry, Air Ordnance Bureau, Munitions Min- 
istry, Tokyo, October 20, 1945. For a list of component suppliers see Koku Nenkan 
for 1943, p. 278 et aeq. 
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Judging by the assembly jigs remaining, which were vei-y meager, both 
their type of construction and number were inucli below that employed in 
U.S. factories. JIuch use of hand location of parts and rivet holes was made 
for assembly in lieu of jigs. . . . Troubles encountered can be explained by 
failure to use accurate or proper tooling for locating coordinating holes, and 
by inexperience in riveting sequence to avoid distortion. The resultant 
lack of uniformity and non-iuferehangeability of parts led the main plant 
to supply master tools and jigs to branch plants and subcontractors in an 
effort to maintain interchangeability of major assemblies; however, from 
general information obtained, mueh difBciilty was encountered in holding 
interchangeability due to poor tooling and the large amount of subcontract- 
ing.-*-* 

In addition to tools and equipment, prime contractors supplied subcon- 
tractors with materials, financial and technical aid. Subcontractors were 
usually spoken of in terms of the prime contractor, as a " Nakajima sub- 
contractor.’’ Subcontractors were concentrated in the Tokyo, Nagoya and 
Osaka industrial areas fairly clo^e to tlie prime contractors they served, 
and when the air raids began and dispersal got underway, the enforced 
separation of prime and subcontractor due to lack of transportation proved 
to be a very disruptive factor. 

Component manufacturers, comprising roughly 17 percent of the air- 
craft industry', produced the landing gears, wheels, tires, communication, 
engine and proiieller equipment, instruments, etc., necessary in plane pro- 
duction. In contrast to subcontractors, final component production was 
highly concentrated. Two firms produced 59 percent of all generators, two 
firms produced 83 percent of all bearings, one firm produced 86 percent 
of all gyro-compasses, two firms produced 68 percent of all landing gears, 
two firms produced 90 percent of all starters, two firms produced 75 per- 
cent of all tires, two firms produced 7-5 percent of all wheels, etc. 

Output of parts is be-t measured in terms of spares. Orders were 
planned by the Air Ordnance Bureau on the basis of a certain number for 
current plane production plus a fixed percentage over and above that 
for spares. Where requirements for spare- wei'e not filled operations suf- 
fered, though new plane production was not necessarily hindered. While 
production orders called for 30 percent spares for altimeters, compasses 
and bank and turn indicator-", no spares were produced in 1944 and 1945. 
From mid-1944 on, only half as many carburetors wore delivered as were 
ordered. No spare electric motors or radios were produced in 1946. 
Generator spares averaged only 5 percent in 1944 and 1945. Tire output, 
which bad risen from a ratio of 105 percent spare output to production 
for new planes, to 300 percent in 1943, fell to 110 percent in 1945. There 


**Aira-alL Produclion Facililies <S Methodi, Air Technical Intelligence Group, 
Report No. 29, Tokyo. November 1, 1945. (Library of Congress, PB 19202.) 
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were never enough radiators and oil coolers, fuel and oil pumps, fuel in- 
jection pumps, and magnetos, to meet replacement needs.'*^ 

As spare production declined, pressure on the component factories for 
the delivery of spares became heavier because of breakage from faulty 
materials and poor workmanship and also because of heavier damage in 
more active military operations. There was abundant testimony pointing 
to the fact that shortages of critical parts restricted plane output. Capt. 
(Navy) Miyakawa of the Air Ordnance Bureau stressed fuel pumps, car- 
buretors, gears and electrical equipment.'"® Kurt Schmidt, a Heinkel pro- 
duction engineer sent to Japan by Germany in June 1943 and subse- 
quently assigned to the Hitachi Ah'craft Company, declared that every 
component which required light metals or alloys in its production was 
either in short supply or, if available, in such poor quality as to be almost 
unusable for any period of time.^" The decline in the availability of 
parts at the Tachikawa plant of the company to which he was assigned 
may be seen from the following table; 

1943 1944 194o 


Component Ordered Percent Ordered Percent Ordered Percent 
(Unit) Received (Unit) Received (limt) Received 

Carburetors 3019 93 3110 60 920 15 

Magnetos 5020 100 5870 66 1160 23 

Oil pumps 2530 98 2930 69 150 31 

Fuel pumps 2189 100 3350 60 900 15 

Injection pumps .. 2170 100 3320 62 135 29 

Starters 2630 91 2680 79 180 70 


Schmidt’s summary of the difficulties and deficiencies in Japanese air- 
craft is interesting. He stated that practically no automatic tools existed 
and that such production devices as rolled threads were not used; that 
there was a lack of adequate special-purpose machine tools and produc- 
tion equipment. Secondly, he pointed to the increase in required man- 
hours which he estimated at three times those required for German pro- 
duction. Thirdly, he stressed the critical shortage of materials. One 
indication, he declared, of the shortage of light metals was the generally 
unsuccessful attempt starting in March 1944 to build substitute wooden 
structures. Fourthly, he mentioned lack of adequate .shop supervision and 
gave as an example the German use of one “ meister ” or foreman for each 
100 men, whereas the Japanese had only one for each 2,000 men. Only 
10 percent of the workers were “ skilled ’’ and the average age of the 

Critical Airerajt Paris, Special Memorandum by Air Ordnance Bureau, Muni- 
tions Ministry, Tokyo, October 27, 1945. 

Current Aircraft Production for the Japanese Navy, ATIG Report No. 30, 
Tokyo, November 2, 1945. (Available in the Library of Congress.) 

Aircraft Production Facilities and Methods at the Hitachi Aircraft Co.,” Air 
Technical Intelligence Review, Report No. F-1R-61-EE, June 27, 1946, Tokyo. (Avail- 
able in the Library of Congress.) 
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machinists was 19 years, he estimated. Next, he cited the extremely poor 
interchangeability of parts and noted that spoilage of machined parts in 
engine production was 30 percent. Then he mentioned the inability to 
meet schedule^ for parts delivery with the resultant shortage of parts 
retarding plane output. He declared that detail design did not lend itself 
to production methods in use and finally pointed to a serious lack of 
cooperation between Army. Nary, Japanese scientific and research insti- 
tutions and foreign technical specialists.'** 

Plans and performance in aircraft production were fairly realistic 
up till the end of 1943 and on the average 90 percent of the plans were 
met but, with the formation of the Munitions ^Ministry, the two parted 
company. Planning lines went up and production lines went down and a 
yawning gap between the two developed. This may be seen in Charts 6 
and 7. 

From January 1944 to Augu-t 1945 procurement plans (on an adjusted 
basis) called for a total of 66.000 aircraft (original plans had scheduled 
97,000). Actual deliveries came to approximately 40,000, or 41 percent 
of original plans and 60 percent of adjusted plans. Of a planned engine 
output of 105,000 (adjusted) only 56,000, or 53 percent, were delivered.** 
As was indicated in Chapter 2, the planning by the Munitions Ministry 
was over-optimistic and unrealistic. The aircraft division of USSBS spec- 
ulated as to whether there might not have been political implications 
behind the planning with the military, sensing defeat, deliberately setting 
production goals too high so that blame for failure might be shifted to 
manufacturers. In many cases production goals were set for specific 
plants in excess of the capacity of the plant. For example, the Ishikawa- 
jima plant’s production of HA-35 engines, compared to capacity and orders, 
was as follows:*" 


Period Actual Ordered (Planned) Capacity 

1944— Jan.-Dee 1135 2705 1970 

1945— Jan.-Aus 732 2010 1680 

Total plane production of Aichi Kokuki KK., compared with orders and 
capacity, was as follows.’* 

Period Actual Ordered (Planned) Capacity 

1944 — Jan.-Dee 1496 2849 1815 

1945— Jan.-Aug 482 3212 889 


*s/bui., pp. 3-4. 

Planning Programs in AircraUt Special Memorandum by Air Ordnance Bureau, 
Munitiona Ministrj', Tokyo, November 15, 1945. 

so hhikaaojima Koku Kogyo KK., Corporation Report No. 13, Aircraft Division, 
USSBS, Washington, 1947, Appendix I-l, 

31 Aichi Kokuki KK., Corporation Report No. 5, Aircraft Division, USSBS, Wash- 
ington, 1947, Appendix C. 
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From April 1944 through August 1945, Nippon Kokusai Koku Kogyo had 
capacity to produce 2,113 airframes, orders for 2,964, and actually produced 
1,292.“ Numerous additional examples could be cited. The fact that this 
was also true of production at Army and Navy Air Arsenals weakens 
the supposition that there was a political basis for poor planning. While 
capacity of the Eleventh Naval Air Depot (Dai Juichi Kaigun Kokusho) 
in 1944 was only 30 aircraft per month, plans called for 60, and actual 
output was only 24. At the Koza Naval Depot, orders from April 1944 
through August 1945 totaled 525 planes, capacity was 341, while actual 
production was 128.®^ 

The gravest defect in planning was the failure to properly relate 
material requirements to planned aircraft and engine output. No real 
attempt was made before 1942 to determine the exact raw-material require- 
ments for the aircraft program. In that year both the Army and Navy 
attempted to forecast aluminum needs by computing requirements based 
on aluminum content of sheets, rods, pipes, etc., needed for individual 
plane production. They came up with an estimate of 41/2 tons per plane 
but in 1943 this was found to be entirely too low. New formulas were 
worked out and the aluminum estimate raised to approximately 5% metric 
tons per plane for the 1944 requirements forecasts. This was found to be 
approximately correct in view of the greater concentration on fighters. 
The trend by quarters from 1942 to 1945 of plane production in relation 
to aluminum allocated to aircraft production may be seen in the following 
table: 


Year 

Planes 

Primary Aluminum 

Tons per 

(t Quarter 

(I'nits) 

Allocation (metric tons) 

Plane 

1942-1 

1991 

17,184 

8.8 

-II 

2187 

14,591 

6.7 

-Ill 

2852 

16,100 

5.6 

-rv 

3206 

18,339 

5,7 

Total 

10236 

66,214 

6.4 

1943—1 

3565 

25,961 

73 

—II 

4260 

25,854 

6.0 

-Ill 

5672 

27,185 

43 

—IV 

6756 

28,290 

4.1 

Total 

20243 

107,290 

5.3 

1944—1 

7332 

33,017 

4.5 

-II 

7391 

34,419 

4.7 

-Ill 

6701 

16.352 

2.4 

-IV 

4940 

16,223 

33 

Total 

... 26364 

100,091 

33 

1945—1 

4499 

10,200 

23 


Source; Air Ordnance Bureau, Munitions Ministiy. 


SI Nippon Kokusai Koku Kogyo KK^ Corporation Report No. S, Aircraft Divi- 
sion, TJSSBS, Washington, 1945, p. 6. 

ssAmy Air Arsenals and Navy Air Depots, Report No. 19, Aircraft Division, 
USSBS, Washington, 1947, pp. 17 and 44. 



228 


JAPAx's ECONOMY IN AVAR AND EECONSTRCCTION 


It is apparent that by mid-1944, allocation of primary aluiuinum to 
aircraft had fallen below the minimum requirements. This, in spite of 
the fact that a larger and larger percentage of total aluminum supply 
was allocated to aircraft, reaching 89 percent in 1944 and 100 percent 
in 1945. Had it not been for the fact that there was a six months’ lag 
in the pipe-line from aluminum ingot to finished plane and that there 
was an increasing use of secondary (scrap) aluminum, even the reduced 
plane output of 1945 would not have been possible. Bauxite imports 
ceased in April 1945 and by the end of August stocks of primary ingot 
were down to 4,129 metric tons. With supplies of aluminous shale from 
North China and Korea cut off and the supply of primary aluminum 
exhausted, plane production would have been reduced to negligible pro- 
portions by the fall of 1945, even if not one bomb had been dropped anj’- 
where in Japan proper and even if the Japanese dispersal program had 
been 100 percent effective.’’* In anticipation of this lack of aluminum, 
the Japanese had been experimenting with steel- and wood-frame sub- 
stitutes, but since steel output was also plummeting downward, as was 
indicated in the previous chapter, they would have been reduced to the 
fabrication of all wood-frame aircraft. 

Another serious defect in materials planning was the failure to ade- 
quately stockpile and obtain .sufficient quantities of alloy materials used 
in making high-tensile strength special-alloy steels. As we have seen, 
the output of special steel rose even though ordinary steel output was 
declining, but its quality deteriorated because of the necessity of substi- 
tuting for scarce alloy material'. Shortages of chromium, nickel, cobalt, 
tungsten, vanadium, titanium, and molybdenum, led to a decline in the 
quality of the alloy steels used in engine production, landing gears, motor 
mounts, and terminal fitting'. The Japane=e did erect a nickel concen- 
trator in the Celebes in 1943 but they failed to develop available tungsten 
and chromium resources in China and the Philippines respectively. The 
attack on shipping in 1942 and 1943 cannot be blamed for this. It was 
just bad foresight and poor planning. Two or three shiploads a year of 
tungsten concentrates would have provided a large stockpile. Chromium 
ore was left on Manila docks while Army and Navy ships returned with 
only partial cargoes. Peak ferro-chrome output could have been doubled 
by the movement of about 100,000 tons of ore. Even had all shipping 
been used to capacity, this would have required a shift of less than one 
percent in shipping allocation. Nickel from the Celebes w'as cut off as 
was cobalt from Burma. Jlolybdenum and vanadium were available in 
Japan and Korea only in small quantities after Burma was cut off. 
Chrome-nickel steel was early replaced by manganese-chrome-molybdenum 
steel, and that in turn by silicon-manganese chrome steel. Nickel steel 

MThis is wholly apart from the fact that there would have been almost no 
aviation gasoline left to fly any planes which could have been produced. 
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was replaced by silicon-manganese-chroine steel, and in 1945 by straight 
high-carbon steel. The extent of the substitution of high-carbon steel 
for alloy steel is indicated in tlie increasing proportions of high-carbon 
steel to total special steel produced; 37 percent in 1942, 39 percent in 1943, 
and 50 percent in 1944.“® The procuring of alloy metals became so difficult 
that the standard on flaws for magna-fluxed materials had to be reduced. 
The decline in deliveries of special steel and light alloy parts at the Hitachi 
Company may be seen from the following table; 


29j3 lau 1946* 


Materials 

Oi'dera 

Percent 

Orders 

Percent 

Orders 

Percent 


( tons) 

Received 

(lone) 

Received 

( Ions) 

Received 

Special steel : 

Forgings . . . 

1,392 

• 94 

1.974 

54 

457 

15 

Bar 

807 

100 

1.280 

54 

108 

38 

Sheets 

97 

96 

84 

94 

23 

21 

Tube 

30 

92 

57 

42 

2 

52 

Tjiglit allov : 

Castinpjf . . . 

574 

100 

117 

43 

84 

36 

Bar 

20 

95 

25 

65 

3 

32 

Sheri 

] 

S6 

2 

51 

1 

30 

Tube ...... 

2 

100 

6 

21 

2 

52 

* Five months. 


The impact of the critical shortages of alloy steels was well described in 
the following statement : 

The evidence for the desperate shortages in special steels and the effects 
on llitsubishi engine production are shown by data available from the No. 
14 W'orks. These indicate tliat from December 1943 until September 1944, 
shortages of cobalt steel< reduced exhaust valve .supplies for new engines to 
as much as 40 percent below immediate requirements, . . , Since Mitsubishi 
provided more than 90 percent of all exhaust valves for the industry, the 
shortages struck at all engine-jn-oduction lines. The data are clear for en- 
gine exhaust valves, and there are indications that all other special steel 
parts were equally affected at about the same time by mounting shortages of 
special steels. Between }klarch 1943 and March 1944, for example, there 
were 32 revisions of steel specifications for engines approved by the Muni- 
tions Ministry, 10 of them affecting nickel, 3. chromium, 16, molybdenum 
and one each, tungsten and cobalt. These .shortages were at the base of the 
decline of Mitsubishi production.’’*'' 

At the beginning of 1944 the “ Special Sice! Supply and Demand Regulations ” 
(January 28. 1944) broadened the “special" steel category to include high-carbon 
steels formerly termed ordinary, and this classification shift accounted for more than 
half the apparent increase in special steel output for 1944. 

^'2 Hitachi Kakuki KK.. Corporation Report No. 8. -Aircraft Division. USSBS, 
Washington, 1947, p. 61. 

Mitsubishi Heavy Industries, Lid.. (Mitsubishi Jukogyo KK.), Corporation Re- 
port No. 1, USSBS, Washington, 1947, p. 38. This report also declares; "The use of 
aubatitutes alone (alloy steel substitutes, that is) was sufficient to play havoc with the 
Japanese aircraft industry because it strack at the heart of engine manufacture.” 

p.290. 
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The decline in overall engine output after March 1944, all testimony 
indicates, was largely due to the alloy materials situation. 

In the propeller field the shortage of alloy steels tor hub parts resulted 
in a number of changes in specifications “ and each change resulted in 
a decline in quality and increased production and operational difficulties.’’^ 
Not only was absolute production lost but quality of those produced 
declined. At the Kawasaki Aircraft Company, Akashi plant, in over- 
hauling 857 engines received from the Army over the period April 1944- 
April 1945, 457 were found to have failed because of defective material, 
largely bearings and crankshaft. An index of the failure of landing 
gears is the increase from 40 percent ordered for spares in 1942-43 to 70 
percent ordered in late 1944-45. A Japanese pilot's diary indicated that 
of 80 Kl-84 (Franks I which set out from Japan for Lingayen Bay in 
November 1944, only 14 arrived. The others developed trouble with 
engines, fuel system, landing gears, etc. The ATIG reported: 

As an indication of the deteriorating quality of workmanship and mate- 
rials, particularly in engine and power plant accessories, it was stated that 
at the beginning of the war the Japanese Navy was able to maintain opera- 
tional availability of 80 percent. The percentage progressively became 50 
and in some cases 20. These losses were due to a combination of poor fac- 
tory workmanship, inferior materials and poor maintenance. In many cases 
only one out of three airplanes ever reached the front lines due to engine 
failure.'”’ 

When duraluminum sheet began to deteriorate in quality and strength 
because of the high percentage of .scrap and secondary aluminum, certain 
design and construction compromises were made which deviated widely 
from good practice. In many instances sheet steel parts and steel fittings 
were substituted for dural parts and steel and even brass rivets were used 
to make up the joints. Such combinations were an open invitation to 
rapid deterioration, due to corrosion. No effort was made to inhibit cor- 
rosion at such joints by the use of insulating materials or special coat- 
ings.®’ One military member of the Air Ordnance Bureau indicated that 

Sumitomo Kimoku Kogyo KK., Puropera Schoxho, Corporation Report No. VI, 
Aircraft Division. USSBS. Washington, 1946, p. 8. 

so For example, tee OSRD Report No. 3587. April 24, 1944, which noted lack of 
titanium and is conscqucni-Pr. (I.ibraiy of Congie=s. PB 22509.) Also OSRD Report 
No. 3922. July 20, 1944 (Library of Congress. PB 22514). 

Report No. 30. Tokyo. November 2, 1945 (available in the Library of Congress). 

The OSRD noted *’ where steel was threaded onto magnesium it was necessary 
to strip the .threads in order to remove the nut. because no protection against cor- 
rosion of the magnesium had been provided. Such methods of assembly tend to make 
field repairs extremely difficult, hence such assemblies are evidently replaced and are 
not repaired in the field.” Melalhcrgical Examination of Latiding Gear from Japanese 
Aircrajl " Betty ”, OSRD Report No. 4073, August 24. 1944 (Libraiy of Congress, PB 
22524). 
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it did not matter since it was anticipated that the aircraft would have only 
a short operational life anyway. This philosophy seems to have been 
widely accepted in plane construction. Plainglass, much of it not even 
shatterproof, w'as used extensively in cockpit canopies, windows and gun 
turrets, in place of the transparent plastics used in the U.S. Even wood, 
however, could not be used to the fullest extent because of a shortage of 
waterproof glues and limited plywood techniques. The shortage of mag- 
nesium led to its restriction in landing gear-housing use and as a result 
gear damage rose sharply. 

At the same time that shortages were causing quality declines, the 
low stocks of aviation gasoline, discussed previously, caused a sharp de- 
cline in testing both for engines and for planes. At the beginning of the 
war the test flight time for aircraft was two to three hours with 'five 
landings. By the end of the war the test flight was that from producing 
plant to point of delivery. As a result, feriring losses increased sharply. 
At the beginning of the war engine tests covered seven hours running time 
for the Army and nine hours for the Na^•}■. By the end of the war only 
one out of ten engines was being tested and time had been reduced to two 
hours. Alcohol, low-grade gasoline with methanol and water injection 
systems were used for test runs. The combination of poor engines and 
poor fuel caused difficulty and losses. 

The monthly output of planes, engines and propellers during 1944-45 
may be seen in the following table: 


year <i Month 

Planes 

Engims 

Propellers 

1944— Jan 

2122 

3633 

3638 

Feb 

2199 

3789 

3980 

Mar 

2435 

4530 

4078 

April 

2473 

4215 

4513 

May 

2318 

4127 • 

4711 

June 

2541 

4127 • 

4980 

July 

2473 

4038 

5409 

Aug 

2346 

4203 

4578 

Sept 

2572 

3366 

4990 

Oct 

2371 

3789 

4537 

Nov 

2220 

3819 

4588 

Dec 

2110 

2991 

4450 

1945 — Jan 

1836 

1987 

4278 

Feb. 

1391 

1695 

3593 

Mar 

1713 

1787 

3491 

April 

1567 

1734 

2992 

May 

1592 

1677 

3746 

June 

1340 

1669 

1389 

July 

1131 

1257 

383 

Aug.** 

496 

554 

50 


•The output figure for engines for May 19t4 was abnormally low and for June 
unduly high because accepting inspectors were called to Tokyo for a ten-day meeting 
at the end of May. Therefore the figures for May and June have been averaged. 

'> Less than i month. 

IVhile the decline in aireraft output was compounded of many factors, 
air attack, dispersal, absenteeism, material shortages, etc., it is interesting 
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to note the extent of the decline in output of planes and engines which 
occurred prior to the impact of the main weight of the air attack. As is 
shown in Charts 8 and 9, the main weight of the air attack fell on the 
aircraft industry after the middle of March. From the peak in September 
1944 to February 1945, plane production fell 46 percent. Engine output 
declined 63 percent from its peak in March 1944 to February 1945. Even 
propeller output fell 34 percent from its July 1944 peak. In March 1944, 
at its peak, engine output was roughly twice plane production. By early 
1945, prior to the main air attack, it was almost down to a 1-to-l basis. 

The decline in engine production after March 1944 was explained by 
Chikuhei Nakajima, president of the Nakajima Aircraft Company: 

The ilunitions Ministiy in September 1943 ordered Nakajima to expand 
engine production until, in March 1944, it was 21 times that of September 
1943. In order to achieve that goal we mobilized’ all our materials and re- 
sources, but after March, parts and materials had become largely exhausted 
and our machines worn out. In addition skilled mechanics were being taken 
by the Army and replaced by school children.®- 

General Saburo Endo, chief of the Air Ordnance Bureau of the Muni- 
tions Ministry, explained the reason for the Munitions Ministry order to 
achieve, at all costs, a maximum level of production by March 1944. 

Both the Army and Navy had decisive battles to win. The Navy con- 
sidered the decisive battle to be coming in June 1944, north of New Guinea, 
and the Array thought their decisive battle would be in August 1944 in the 
Philippines.”^* 

Was Japanese output adequate to meet their war needs? This can 
be considered in two ways. First, did production exceed losses by an 
adequate margin? Secondly, did the industry provide the Japanese with 
an airforce (in numbers at least) capable of coping with enemy air 
strength deployed against it? Unfortunately, a full answer to the first 
question cannot be given since the details of Japanese Army Air Force 
gains and losses are still restricted.”^ Until 1945, when the air war really 
closed in upon the Japane.-e, production exceeded planes expended. In 
1944 the gap between production and losses narrowed, as losses rose sig- 
nificantly. Finally in 1945, a.- output fell and losses increased even more 
sharply than in 1944, planes expended exceeded planes produced and the 
Japanese could not hope to reverse the pattern. The second question may 

®- Interrogation of Xakajima. Chikuhei. Tokyo. November 12, 1945, p. 5. Naka- 
jima was. by the time of the interrogation, accustomed to thinking in terms of orders 
from the Munitions Ministry. Since, however, the Ministry was only formed in 
November 1043. it was probably the military which oi-dered him to step up output 
in September 1943. 

03 Interrogation, Tokyo, November 17, 1945, p. 6. 

34 The wartime history of the Japanese Naval Air Force may be found in Inler- 
rogaiions of Japanese Officials, Naval Analysis Division, IISSBS, Vol. 11. p. 374. 
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be answered more precisely. The following table indicates the total first- 
line combat strength of all U.S. airpower, Army, Navy and Marine, pitted 
against comparable first-line combat strength of the Japanese in the Far 
East, on four successive dates.“ Had the Japanese been keeping an ac- 


Date U£. Japanese 

Jan. 1943 3537 3,200 

Jan. 1944 11,442 4,050 

Jan. 1945 17,976 4,600 

July 1945 21,908 4,100 


curate air order of battle, their motivation for surrender would have been 
even stronger. 

Obonance 

Japanese production of Army and Naval ordnance and motor vehicles 
was conditioned by the inherent limitations of the economy described in 
Chapters 2 and 3. In order to supply the steel necessary to produce 
combat and tracked vehicles, it was necessary to sharply reduce motor 
vehicle production. In order to raise the level of air ordnance output in 
1944, when the aircraft drive reached its peak, it was necessary to sharply 
reduce steel allocations for Army ground force items such as artillery, 
ammunition, tanks, etc. In order to award the major priority on basically- 
limited steel supplies to merchant shipbuilding, the whole ordnance pro- 
gram, though it expanded substantially, had to be held to levels which 
did not meet scheduled plans of production or military requirements. 

Of course, on December 7, 1941, the Japanese were not aware of these 
forthcoming restrictions. Their crystal ball was very shadowy and they 
had only the experience of the past decade to look back upon in satis- 
faction and confidence. Army ordnance output had expanded from 20.6 
million yen in 1931 to 956.4 million yen in 1941. The growth of Army 
and Navy arsenals was as follows (in millions of yen) ; 


year Operating Funds Revenue Total 

1930 23.8 48.5 723 

1937 105.6 386.6 4922 

1941 823.7 1876.0 2699.7 


Source: Oriental Economist, 

On an index basis naval ordnance output had risen from 19 in 1931 to 
100 in 1941.®” While figures for numerous individual components could 

65 Compiled from data presented in The Effects oj Strategic Bombing on the Jap- 
anese War Eemomy, USSBS. Washington, 1948, p. 35. 

66 Since a considerable amount of the material on Japanese Ai'my ordnance out- 
put during the war is still restricted, the discussion that follows is largely in terms 
of naval ordnance. The index of naval ordnance output was computed by the Military 
Supplies Division of USSBS from basic data gathered in Japan. A description of the 
construction of the index will be found in Japanese Naval Ordnance, USSBS. Washing- 
ton, August 1946, pp. 18-21. 
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be cited, trends were all so sharply upward as to inspire such real con- 
fidence that total steel allotted to Army ground, Naval surface and air 
forces in 1942 was lower than the 1941 figure. This may be seen in the 
following table: 


Steel Distbibvtio* to Abmy, Naw and Aie Ordnance 
(in 1000 metric tons) 


Teor 

Army 

Ground 

Forces 

Total 

Army 

Ordnance 

(Ground) 

Xavttl 

Surface 

Forces 

Total 

Haval 

Ordnance 

(Surface) 

Air 

Forces 

Total 

Air 

Ordnance 
(Army 
and Navy) 

1940 . 

745 

541 

804 

254 

368 

115 

1941 . 

1046 

760 

1129 

392 

483 

147 

1942 . 

840 

575 

1120 

423 

485 

143 

1943 . 

1148 

913 

1238 

491 

559 

143 

1944 . 

598 

379 

1059 

445 

961 

296 

1945*. 

106 

73 

150 

89 

138 

49 


♦First quarter. 

Source: Haikyu Ka, Tekko Kyokn, Gunjusho (Allocation Branch. Stee! Bureau, Muni- 
tions Mini'tiy). 


The eiror was quickly rectified in the following year but the subsequent 
dilemma the Japanese faced in 1944 and the way in which they solved 
it is reflected by the figures. Steel allotted to Army ground ordnance was 
cut sharply in order to grant a larger share to expanding aircraft output. 

The drastic reduction in iron ore and coking coal imports during 1944, 
under the impact of the tightening blockade and the resultant sharp drop 
in ingot and finished steel supply, was shown in the previous chapter. Al- 
location of steel to army and nai-y ordnance reacted promptly. Ordinary 
steel allotments fell "^liarply from the first quarter of 1944 on. By March 
1945, allocations of ordinary .steel had dropped in terras of their peak level 
to 28 percent in the case of the Army. 55 percent in the case of the Navy, 
and 63 percent in the case of the air forces. Cuts in the consumption of 
special ,=tcel were less severe but substantial.'" There just was not enough 
steel to go round to allow expansion in one ordnance area without con- 
traction in another. .\n indication of the way in which the decline in 
ordnance output paralleled the decline in steel allocation may be seen 
from the following; 


'■ The quality of the steel also declined. OSRD Report No. 4089 indicated that 
whereas alloy steel is customarily used for armor-piercing projectiles, the Japanese 
were using plain carbon steel. iSee Meiallurgicnl Examination o/ Japanese 76 mm 
Armor-Piercing High Explosive Ilomlzer Rounds, OSRD No. 4089, August 29, 1944 
(Library of Congress, PB 22525). OSRD 5357 noted that the phosphorus and sulphur 
contents, particularly sulphur, were unduly high and exercised an unfavorable influence 
on the properties of the steels used in Japanese guns. See Metallurgical Examination 
of a Japanese 37 mm Tank Gun, OSRD No, 5357, Julj' 24, 1945 (Library of Congress, 
PB 22004). 
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One of tile very significant developments in the Japanese war produc- 
tion picture was the relative decline in the importance of Army (includ- 
ing Army Air) ordnance to total ordnance output. As is seen in Table 
30, the Army’s share of total ordnance output fell from 64 percent in 
1941 to 30 percent in 1945. There were three basic reasons for this trend. 
In the first place, the primary responsibility for the defense of the area 
in which the weight of the American offensive fell was assigned to the 
Japanese Navy. It was the Japanese fleet and the Japanese naval air- 
force which bore the brunt of the U.S. attack. It was not until the attack 
on the Philippines in late 1944, which resulted in the need for the Japanese 
airforce in Manchuria to be brought down in toto to reinforce the almost 
depleted naval air force, that any significant attrition hit the army air 
force. Secondly, the American advance of the first two and a half years 
of the war, which for the most part isolated and captured strategic islands, 
did not result in any great expenditure of ordnance on the part of the 
Army. To be sure, it lost whatever was on the island but, since reinforce- 
ments wore almost alway'^ shut off. it was precluded from expending any 
additional ordnance over and above what was already on the island. 
There were no major campaigns of attrition involving enormous battle 
wastage such as marked the European theater. Thirdly, since the Pacific 
AVar was largely a naval and air war, it was soon found that conventional 
anny ground force weapons, such as heavy artillery, tanks, etc., were not 
the essential needs. Table 30 illustrates the results of the realization of 
this fact, quite clearly. The relative decline in artillery, ground force 
ammunition, and armored and tracked vehicles is apparent. On the other 
hand, air force armament and ammunition rose significantly as did radio, 
optical and marine transportation equipment. The army insisted on pro- 
ducing its own submarines for supply, as well as landing craft, which in 
1944-45, in anticipation of probable invasion, were being fitted out as 
special-attack suicide craft. The increase in the miscellaneous category 
in 1944 (fiscal) was due to the ballon bomb campaign against the U.S. 
Output of balloon bombs rose from one million yen in October 1944 to 
a peak of 49 million in February 1945. In all some 9,000 balloon bombs 
were launched against the U.S. over the period from October 1944 to 
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March 1945, at a total cost of 141 million yen. Since there was no outcry 
in the U.S. the Japanese General Staff concluded that the campaign was 
a failure and it was abandoned at the end of March 1945. 

Had .■VA ammunition not been included with GF ammunition in Table 30, 
the relative decline would liave been sharper. Army ordnance output, 
in value terms, reached a peak in August 1944 (excluding balloon bomb 
expenditures) but production of tank and other combat vehicles reached 
its highest level in 1942 I See Table 311 as did ammunition production 
for Army ground forces. Small arms production for array use reached 
its peak in 1943, as did army artillery, though anti-aircraft gun output 
continued to rise until 1944. The effect of the 1944 drop in steel sup- 
ply on ground force armament was concentrated on artillery, ammunition, 
and combat and transport vchicle^. The impact on motor vehicle output 
will be traced in a subsequent section. The pattern of artillery pro- 


T.ABLE 30 

Relative: Oltput of Army Ordnance Components, Fiscal 1&4U45 
(Percentage of j'en-value pn duction in 1945 prices) 


Category 

mi 

J-W 

19^ 

lOU 

1943 

Small .irms 

8.4 

85 

95 

86 

96 

Annament for AF 

IS 

3.9 

98 

9.4 

159 

Artillery 

n 

78 

&1 

55 

58 

Ammo, for GF & .4.4 

333 

358 

28.9 

19.0 

18.1 

Ammo, for AT 

5.7 

7.9 

10.4 

138 

148 

Armored Vehicle- 

165 

12.1 

95 

6.7 

56 

Tracked Vehicle.'! 

I8S 

17.6 

10.1 

7.1 

76 

Optical Equipment 

2.4 

13 

2.9 

3.7 

32 

Badio Commumcaliou Equipment .. 

.6 

15 

5.8 

8.6 

88 

Marine Tiaospartation Equipment . . 

2.8 

28 

3.9 

10.7 

119 

Mi^lianeous 

2S 

18 

18 

6.1 

19 

Total Armv Oixlnanfc 

100.0 

100.0 

1009 

1009 

1009 

Anny Ordoanne Ppifrnlase '?f All 
Oirinanec 

61.0 

56.0 

47,0 

35.0 

309 


Source: Computed fioni (iuta supplied by War MiDi>ljy. 

duction was altered in 1944 to reduce the output of field and heavy pieces. 
Army chiefs outside the home islands were told in the spring of 1944 
tliat hea\y artillery manufacture was being discontinued. Ammunition 
production was cut and an order was issued early in 1944 practically 
forbidding the use of ammunition for training purposes. Output of the 
principal categories of combat veliicles was also reduced in 1944, as a 
direct result of the steel situation. Light tanks were virtually cut out 
and medium tanks and armored cars reduced severely. (See Table 31.) 
An American observer, who after the war studied Japanese tank and 
vehicle production, declared: 

It is obvious that the Japanese militaiy staff had no conception of the 
magnitude of the task they had set for themselves, and little understanding 
of the pace that would be set in the development and production of tank and 
automotive material and equipment. Their relianre on their ability to copy. 
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and frequently to improve on foreign designs apparently added to their con- 
fidence. It was too late when they realized the necessity for heavier fire- 
power, armor, performance, and mobility, and by the time tliey were able 
to develop more effective and heavier equipment, the drain on resources of 
men and material made it impossible to undertake their manufacture.”'’ 

In 1945, when the prospects of invasion grew, another reversal took 
place and while aircraft armament and ammunition retained its over- 
riding priority, artillery was raised from a “ C ” to a “ B ” priority, combat 
vehicles from a “ D ” to a ‘‘ B ” rating and various items of radio and 
communication equipment were dropped from a C-A range to a D-B 
priority while marine transportation equipment was reduced in the same 
way. By this time it was too late, but the constant tailoring and trim- 
ming of some programs in order to allow a little more of a constantly 
diminishing steel supply to be devoted to more essential uses, was the 
main feature of the ordnance picture.*'’ 

Naval ordnance output (including naval airj during the Pacific War 
period was about ten times greater than the average of the prewar decade. 
Ammunition, which accounted for nearly two-thirds of the value of ord- 
nance output during the earlier period, declined in relative importance, as 
may be seen in the following table; 


0^ Japanese Automotive Research, Development and Production oj Combat and 
General Purpose Vehicles, U.S. Army. Ordnante Technical Intelligence Report No. 21, 
Tokyo, March 23, 1946. p. 16. (Libiary of Congress, PB. 25588.) 

*” For a discussion of the quality of Japanese Army Ordnance, see Oidnance 
Technical Intelligence Report No. 8. GHQ, AFP.AC, Tokyo. January 28. 1946 (Library 
of Congress, PB 20387). The report states in part; 

“ Although the Japane.-e had ample testing facilities, they were not utilized to the 
fullest advantage during the war because of transportation difficultie.s, decreased pro- 
duction and a gradual lowering of testing requirements. Toward the close of the wav 
only powder, fuzes and some materiel were given production acceptance tests. Pre- 
cision instruments at the proving grounds were usually copies of now obsolete German, 
French or American designs. The Japanese proving grounds were mere firing stations. 
No research work was carried on as in American proving grounds.” And, “As the 
war progressed, the Using Arras personnel of the Ordnance board were needed in 
other fields and were relieved from the Board; no replacement personnel were ap- 
pointed. Manufacturing difficulties became so great and requirements for immediate 
relief from these difficulties became so critical that special laboratories were set up 
at various arsenals. These laboratories assumed many of the functions formerly as- 
signed to the Board. The whole sj’stem led to chaos; design, development, and test- 
ing suffered as a result of the lack of direction." See also, Wakefield, F. A., Tests oj 
Japanese Rifles, Springfield Armory Engineering Dept., Technical Report No. WO 593. 
(Library of Congress, PB 39515.) 
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Percent oj Total Value 0 / Ordnance Output 


Calefforf/ 

19SH0 

19il-4o 

Ammunition 

62 

34 

Guns and mounts 

12 

16 

Bombs, mines & tor))edoes 

12 

17 

Radio & electrical equipment 

10 

24 

Optical & navigation equipment . . . 

4 

3 

Small arms & miscellaneous 


6 

Total Naval Ordnance 

100 

100 


Although guns accounted for 27 percent of the total in 1931, this 
category declined relatively over the decade and averaged 12 percent for 
the entire period. During the Pacific War years, however, the relative 
share of ammunition to total naval ordnance output continued to decline 
while guns rose, due to the need in aircraft and merchant ship armament. 
This may be seen in the following table; 


Category 

1941 

1942 

194s 

19U 

1945 

Guns 

... 8 

9 

15 

22 

18 

Bombs, mines & torpedoes . . . 

... 21 

23 

17 

13 

19 

Ammunition 

.. 43 

41 

37 

31 

26 

Optical & navigational 

.. 3 

3 

3 

3 

2 

Radio & electrical 

.. 19 

19 

23 

26 

26 

Small arms & others 

.. 6 

5 

5 

5 

9 

Total Naval Ordnance . . . 

..100 

100 

100 

lOO 

100 


Output of flat-trajectory guns declined after 1942 in accordance with 
the shift to smaller vessels in the naval construction program. No guns 
over 20-om were built after 1943, and the number of 20-cm guns dropped 
from 20 to 15 in 1944. A large number of short 12- and 20-cm guns 
were constructed in 1943 and 1944, however, which were used in arming 
merchant ships. This reduction in nav'al guns contrasts sharply with the 
increases in anti-aircraft and machine guns. Aircraft machine gun out- 
put rose from 23,405 in 1943 to 55,770 in 1944 but met only 75 percent of 
the 1944 plan which, houcver, was based on scheduled aircraft production. 
When this failed to meet the plan, the real need for ordnance was likewise 
reduced.^® Production of machine guns for surface vessels tripled in 1944. 
The 31,000 produced was slightly better than the plan called for (29,000) 
but neither met the real nced.^’ 

The trend in ammunition was roughly similar to that in guns. In- 
creases in machine gun and anti-aircraft ammunition were partially offset 
by the decrease in naval gun projectiles. Naval gun ammunition larger 
than 20 cm reached a peak of 35,000 rounds in 1943 but was stopped in 


TO See Air Ordnance and Aircraft Output, Kokii Soiki Sokyoku (Air Oi-dnance 
Bureau!, Gimjusho (Munitions Ministry), Special Memorandum Ko. 6 for Japanese 
Liaison Office, Tokyo, November 4, 1945. 

Ti Wartime Problems in Vessel Equipment, General ASfairs Section, Navy Tech- 
nical Bureau, Navy Ministry. Tokyo, December 5, 1945, p. 6. 
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1944. Production of ammunition less than 15.5 cm amounted to 250,000 
rounds in 1943, but production was also stopped in 1944. Aircraft 
machine gun ammunition showed the largest increase of all ammunition 
categories. While output of all calibers totaled 84,248,000 rounds in 1944 
as against 71,976,000 rounds in 1943, the 1944 output was only 68 percent 
of planned production. 

Output of bombs, mines and torpedoes increased at a less rapid rate 
than total naval ordnance output, due partially to the shortage of skilled 
labor. It was reported that 40 percent of all torpedoes produced were re- 
jected because of defects and failure to meet specifications.''^ As in the 
case of other ordnance components, output of air items expanded most 
sharply. 

Optical and navigational ecpiipment constituted a relatively small part 
of total ordnance output, accounting for approximately 3 percent of total 
value. No real shortages developed in this category, with the exception 
of gyrocompasses, late in the war. 

Output of radio and electrical equipment expanded six and one-half 
times between 1941 and 1944, and in the latter year accounted for one- 
fourth of the value of all naval ordnance. As was to be expected, the 
largest increase was shown by the aeronautical group. The Japanese 


Radio <6 Electrical 
Equipment 

Indices oi Output 
(1941 monthly av. = 100) 

J94S IBM 

Percent 1944 
actual to plan 

Air 

378 

1158 

82 

Other 

275 

615 

70 

Total 

311 

641 

74 


Navy had no radar until after the Battle of Midway. The industry had 
to be built from the ground up. Output of radar units totaled 1,850 in 
1943, of which 400 were for aircraft, and 11,942 in 1944, of which 2,959 
were for aircraft. Since the Japanese were able to acquire no detailed 
plans prior to the war, their product was very poor in quality. This was 
the conclusion of U.S. radar experts who made a detailed investigation of 
the Japanese industry after the war. They declared: 

The Japanese attempted to duplicate our 3 centimeter airborne magne- 
trons without success. Nor were they able to make permanent magnets of 
sufficient strength to eliminate heavy and clumsy electro-magnets. One 
Japanese engineer specializing in airborne radar claimed to have gotten a 
renovated APQ-13 into bench operation. He considered it a beautiful job 
and said they could have readily duplicated everything in it except the 
magnetron. All of the Japanese designed radar equipment appeared to be 
crude both electrically and mechanically in comparison to TJ.S. sets. There 
is some doubt whether they could have duplicated successfully our modern 
fire control and GCl radars even if they had captured them. As a matter 

See Interrogation of Capt. Toyama, Chief of Torpedo Section, Naval Technical 
Bureau, Tokyo, November 26, 1945. 
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of fact they had obtained fairly good specimens of onr IFF sets and the 
APQ-13 from B-24’s and B-29’s but generally they had never been able to 
put them in complete operation. Admiral Nawa, head of Japanpe Navy 
electronics research, stated that their greatest defect in comparison with 
American radar design was their inability to turn out a high-powered centi- 
meter transmitting tube.^® 

The three chief producers of Japanese radar for both Army and Navy 
were Nihon Musen, Tokyo Shibaiira Denki and Sumitomo Tsushin Kogyo. 
Nihon Musen was originally an affiliate of Telefunken, the German 
electrical equipment manufacturing concern (from 1923 on). At first 
there was a free exchange of information but this later declined since 
the Japanese had nothing to supply in return. The contract expired in 
1943. Sumitomo, the principal Japanese manufacturer of telephones, 
automatic switchboards, telegraph apparatus, etc., was affiliated with 
American IVestern Electric Co. and later with I. T. & T. which purchased 
Western Electric’s interest. Shibaura Denki was affiliated with General 
Electric and RCA. The characteristic lack of cooperation of the Japan- 
ese Army and Navy was well illustrated in the case of the Nihon Musen 
plant which w'as divided into two parts, one for manufacturing army 
equipment and the other for navy. Engineers working in one were not 
allowed in the other. The ATIG declared: 

Very severe criticism must be leveled at those Japanese military leaders 
who so long insisted that army and navy research, development, production 
and operation must be kept entirely separated. The number of scientists in 
Japan sufficiently skilled to undertake radar research is much more limited 
than in the U.S. — it was inadequate to begin with. It was then the height 
of folly to insist on reducing their effectiveness by nearly one-half by re- 
quiring all projects, oftimes parallel, to be studied secretly within each of 
the two services.'^* 

A different group of investigators came to essentially the same con- 
clusion: 

At the outset of the war, the Japanese Army officers controlled all re- 
search and development in fire control material. Failure to organize very 
capable scientists of the universities and of the army, navy and civilian 
establishments, seriously handicapped any progress in development of new 
equipment requiring real scientific skill. University professors were assigned 
projects without proper orientation, were not allowed to discuss topics among 
themselves and were viewed with suspicion and even distrust.’® 


^*SAori Survey of Japanese Radar, in three volumes. Air Technical Intelligence 
Group Report No. US, Tokyo. November 20, 1945, Vol. 1. p. 18. (Library of Congress, 
PB 8709.) 

7* Ibid., p. 22. 

7B Ordnance Technical Intelligence Report No. 18, Office of the Chief Ordnance 
Officer, GHQ, Tokyo, January 9, 1946, p. 22. (Available in the Library of Cortgress, 
PB 259024.) 

SCAP noted: "Developments in signal communications during the war by non- 
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The degree to which the Na^-y diverted its expenditures and ordnance 
outlays into the air effort to meet the American attack may be seen from' 
the two following tables. The first shows the percentage breakdown of 
total Navy armament expenditures for aircraft, ships and ordnance (both 
surface and air). This is as follows: 


fiscal Percentage oj Armament Expenditures 

Years Aircralt Ships Ordnance 

1941 43 20 37 

1942 S8 17 25 

1943 49 19 32 

1944 53 13 34 

1945 K 17 « 

Total 1941-45 55 16 29 


Source ; Finance and Nar-y Ministries. 

A breakdown of ordnance output, based on physical production indices 
weighted by yen value at 1945 prices, follows: 


Percent oj Total Naval Ordnance Output 


Caiegory 

1941 

1943 

191^ 

IBU 

1945 

Aircraft ordnance 

.. 15 

17 

21 

28 

31 

Antiaircraft 

.. 30 

31 

31 

34 

27 

Ship and base ordnanc^e . . 

. . 55 

52 

48 

38 

42 


Ship and base ordnance in this tabulation includes non-airborne radio and 
electrical equipment and small arms. There was an increase In the ratio 
of small arms to total ordnance output from 5 percent in 1944 to 9 percent 
in 1945. This was due almost entirely to rocket production which was 
begun in 1944 but which doubled in 1945. If non-airborne radio and 
electrical equipment and small arms are excluded, the category “ ship and 
base " ordnance declined from 33 percent of total naval ordnance in 1941 
to 16 percent in 1944 and then rose to 20 percent in 1945. 

The disparity between overall plans and performance may be noted 
in Chart 10. Output was 59 percent of plan in 1943 and 61 percent in 
1944. The plan was realistic in view of requirements but unrealistic in 
view of the material supplies which could be allotted. The main reason 
for the decline in output of guns, ammunition, bombs, mines and torpedoes, 
which together accounted for two-thirds of naval ordnance output, was 
the decline in steel allocations after mid-1944. Arsenals and plants pro- 


military laboratories (such as the eleclrouics laboratory of Tokyo Shibaura Denki, 
the best equipped electronics laboratory in Japan, and the research laboratory of 
Sumitomo Tsushin Kog}'o KK.) wore seriously hampered by a lack of confidence and 
trust in these organizations by the military. To preserve secrecy, only meager in- 
formation was supplied to researchers when assigned projects for development. This 
policy resulted in engineers attempting to develop communication equipment and 
devices without the knowledge of where or how such devices were to be used.” Sum- 
mation of Non-Military Activities in Japan and Korea. SCAP, GH(}, Tokyo, Vol. I, 
September-October 1945. p. 104. 
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ducing these items were not bombed until June-August 1945, by which 
time output had declined by more than 50 percent and idle plant capacity 
far exceeded that which was destroyed by bombing. Less important, but 
equally real, reasons for decline in output, were shortage of copper (for 
shell casings), inadequate local transportation and dispersal. It may be 
concluded that the decline in output until mid-May can be primarily 
attributed to material shortages, while thereafter the air attack with its 
resultant chaos was the primary factor. The decline in overall naval 
(including naval air) ordnance ouput, by months, from the September 
1944 peak, was as follows: 


Month 

Index 

Month 

Index 

Sept. (1944) 

581 

March (1945) 

.... 439 

Oct. 

578 

April 

389 

Nov. 

566 

May 

370 

Dec. 

522 

June 

308 

Jan. (1945) 

509 

July 

.... 250 

Feb. 

464 

Aug. 

112 


In radio and electrical equipment, which accounted, at the end, for 
25 percent of naval ordnance output, and where steel w'as not as crucial an 
item as in other ordnance, and where initial stockpiles of copper had 
been high, the urban air attack was principally responsible for the de- 
cline w'hich set in about March 1945. Though the industry was beset by 
shortages of such things as thin wire, lack of silicon steel, diamonds, 
quartz crystals, cobalt, tantalum and columbium, and though lack of 
gas used for melting glass was an important bottleneck in the production 
of tubes, the governing fact seems to have been that the principal pro- 
ducers were dependent on subcontractors in Tokyo, Osaka, Nagoya and 
Kobe for 60 percent of their parts and the urban air attack ruined this 
supply. 

To what extent did .fapanese ordnance production meet military re- 
quirements? This is a difficult question to answer for a variety of reasons. 
For one thing, Japane-e military consumption figures arc not available. 
Even if they were, the statistical picture in tennb of production and con- 
sumption would hardly tell the whole stoi-y because of the very large 
transportation losses and because of the isolation of battle-areas. Stocks 
may have been available in Japan proper but inability to send them to 
Saipan, Guam, the Philippines, Iwo, Okinawa, etc., made the question 
of home production of little consequence in the actual campaigns. Losses 
of military supplies enroute were increasingly hearty. They rose from 
160,000 tons (3 percent of material shipped) in 1942 to 1,390,000 tons 
(17 percent) in 1943, to 1,405,000 tons (33 percent) in 1944. In the 
latter year half of the supplies sent to the Philippines were lost. In 1945 
the 340,000 tons sent to the bottom amounted to nearly 50 percent of 
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supplies shipped.”* Secondly, no lai^e-scale, prolonged campaigns of 
attrition with large battle wastage had confronted the Japanese. For 
example, while the supply of small arms was adequate for the overseas 
garrisons, when, in the face of the threat of invasion, the military set out 
to arm the home forces, a marked shortage developed.'* Thirdly, needs 
and shortages varied at rlifierenr times and changed as the course of the 
war varied, .“tfter Midway, emphasis was placed un air strength. Re- 
quirements for aircraft machine guns increased by four times, ammunition 
by three times. Twenty-millimeter machine guns for mounting on Zero 
fig^hters received special attention and the large Toyokawa arsenal cut- 
back its production of 25-nirii i surface vessel) guns in favor of this class. 
But nith the greater attack on shipping and the development of the escort 
vessel construction program, reciuirements for surface ves-el machine guns 
increased sharply. Plans called for a tenfold increase in machine-gun 
output in 1943 and a further increa-e of 50 percent in 1944. But pro- 
duction fell short of plan and on important classes of ships such as tankers 
it was possible to fit only from 4 to 8 guns instead of the 20 units desired. 
The battleships Xagato and Musashi obtained 60 guns each, instead of the 
130 planned. Captain Oi testified; 

At the end of Januan- 1943. 25 mm. machine guns were drawn from 
every possible place on shore and even off merchant ships to increase the 
armament of tankers running from Singapore to the homeland. The plan 
to increase the armament of mercliant ships had been in existence since the 
beginning of the war. but production was not sufficient to make it possible.’* 

In 1945, when attention was given to special-attack weapons to counter 
the anticipated invasion, the development of midget subs created shortages 
of certain types of electrical and navigational equipment such as batteries 

^^Eetimate o/ MUiiary Supplier TfanepoTUd and Received or Lost, Centisil Liai- 
son Office (from War, Xavv and Tran.sporiation Ministries}, Tokvo, October 14, 
1M5, p. 7. 

rrSee Nippon Times, Tokyo, October 9, 1945, p. 3. The paper summarizes an 
unidentitied UjS. ordnance report which stated that the shortage was due to two 
reasons. First, in 1942 Japan attempted to switch the calibers of two basic infantry 
weapons, the rifle and the light machine gun, from 25 to 30. Japanese productive 
capacity' was incapable, the paper declares the report states, of doing it successfully. 
The second reason was a shortage of materials which forced the Japanese to adopt 
a steel shell case for the new 30-caliber ammunition; the technical difficulties of 
drawing the steel for these small ca'-es were never fully overcome. On the other 
hand, the report continues, the JapaDe.se had more ammunition for their heavy grenade 
discharger (the so-called '* Knee mortar '*) than they could have used over a long 
period. The paper reports the Allied report as concluding that many of the radiators 
removed from larger buildings for scrap during the war were found rusting in dumps 
when the war ended, indicating a lack of coordmation between army, nas'y and the 
government. 

t* Interrogation No. 61, Tokyo, October 18, 1945. 
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and gyrocompasses. In other fields such as radio and communications 
equipment, though the testimony indicated that the serA’ices were under- 
equipped, the main complaint was on quality. Captain Yoshida of the 
Military Affairs Bureau of the Navy Ministry declared that the Japanese 
radio and radar industry was 20 to 30 years behind American industry, 
and stated that Japan had no radio or radar at all by American stand- 
ards.^® Captain Inoguchi was asked, “Did you plan to use pathfinder 
planes equipped with radar during the Ketsu operation [Defense of 
Japan] ? " and replied, “ There were too few radar equipped planes to 
plan any considerable use of them in the Ketsu operation.” When Rear 
Admiral Koyanagi was interrogated concerning the battle of Leyte Gulf 
(October 24-26, 1944) he was asked, " Did you have a special radar set 
for fire control, a special radar used only for that purpose? ” and answered, 
“ There w'as no special set for radar fire control because the radar fire 
control was not yet well developed; there was no particular confidence 
in it. They got up to the stage where they could barely use radar for 
firing, no further than that.” Commander Yatsui declared, “ An effort 
was made to use radar against submarines as widely as possible, but due 
to poor technical ability and poor equipment, it proved to be very ineffec- 
tive." Commander Mori, testifying on the battle of Surigao Strait, de- 
clared: “When we came to that place the smoke screen was very dense 
and the Japanese radar on our ships was not working effectively; we could 
detect no American ships on the radar. We knew, however, that American 
forces were there because of the smoke screen.” 

Japanese ordnance output was, of couree, small in terms of American 
production. Japanese mortar production, in 1944, was 4 percent of US. 
output. Japan’s output of small arms ammunition was 6.5 percent of 
D.S. ; output of aerial bombs was 0.6 percent of U.S., of artillery and naval 
guns over 105 mm. 22.5 percent, between 75 and 105 mm. 8.5 percent, be- 
tween 20 and 57 ram. 2.2 percent. Tank production was 4.7 percent of 
U.S., anti-aircraft ammunition output 8 percent of U.S., etc. While the 
Japanese were able to meet the ordnance requirements of their expanded 
aircraft, it was accomplished only by cutting army ground forces, naval 
surface forces and merchant shipping protection. While statistical evi- 
dence cannot be advanced here, the weight of all available testimony 
indicates that in ordnance as in everything else, the Japanese could not 
meet overall requirements. Though they made a strenuous effort they 
were limited by material supply and technological skill. 

Interrogation Xo. "21, Tokyo, January 24. 1946. 

so InteiTogation Ko. 62, Tokyo, October 15, 1945. 

St Interrogation Xo. 149, Tokyo, October 24, 1945. 

52 IntciTogation No. 159, Tokyo, October 26, 1945. 

53 Interrogation Xo. 233, Tokyo, November 3, 1945. 
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Motor Vehicles 

The motor vehicle industry was another which was built from the 
ground up in the thirties. Imports of foreign cars and trucks were pro- 
hibited after 1938 and thereafter Japan was on her own, as the following 
table indicates: 

Japanese Pboduction and Imports of Motor Vehicles, 1936-41 


im 1937 193S 1939 1940 1941 

Domestic 8.841 23,642 30,880 41,308 42,547 47,901 

Imports 32,175 32.939 18,593 0 0 0 

Grand Total .. 41.016 58,581 49,473 41,308 42,547 47.901 


Source: Jidosha Tosei Kai (.Aiitomc bile Control Association), Tokyo, 1945. 

Ironically, production, which had increased steadily throughout the thirties, 
particularly after the passage of the industry-stimulating Motor Car Manu- 
facturing Enterprise Act of 1936, reached a peak in 1941 ai)d declined 
thereafter. 

The decline was due to two basic interlocking reasons. The drop in 
vehicle output was, as we shall see, paralleled by a decrease in steel allo- 
cations to the industry. This in turn was due to the fact that, confronted 
with many conflicting demands for an inadequate and limited output of 
steel, the authorities had to choose the most important and slight the ethers. 
The motor vehicle industry's priority for raw materials was not high. 
Alotor vehicles, principally trucks, since output of busses was stopped in 
1941 and of passenger cars at the beginning of 1944, were given the fol- 
lowing ratings in the Army priority system : 

1941 1942 1M3 1944 1945 

B1 B2 C C B5 

The Army Ordnance Bureau explSincd this as follows: 

At the beginning of this war, vehicles were considered as the highest 
priority for the urgent completion of motorization in continental war. But 
they were not so important after the island operations in the Pacific began, 
hence the materials were awarded instead to airplane and ship production. 
The degree of priority was again raised as the decisive battle in the home- 
land was expected soon.*’* 

The Army, of course, was preoccupied with motor vehicles for service 
in military operations and failed to appreciate the need for them in indus- 
trial activity. This was a large limitation in 1945 and efforts then to 
increase output by stepping up the priority were unavailing. At no time 
during the w'ar did the planned truck production reflect the growing need 
for local transportation and at no time did the industry’s output meet 
the plans. This may be seen from the following comparison of planned and 

s* Changes in Army Priorities During the Greater East Asia War, Army Ordnance 
Bureau, War Ministry, Tokyo, October 18, 1945, p. 7. 
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actual production of 2- and 4-ton trucks. All of the trucks were produced 
by the three principal vehicle manufacturers in Japan, the Nissan Auto- 
mobile Company, the Toyota Automobile Company, and the Diesel Auto- 
mobile Company.®’ All were closely identified u'ith the Army. 


S-Tot> Trucks 


M-Tou Trucks 


Year 

Planned 

Actual 

Percent of 
Plan Obtained 

Planned 

Actual 

Percent of 
Plan Obtained 

1940 

... 36,800 

30.687 

83 

3.960 

3.960 

2531 

64 

1941 

... 44.800 

39,297 

88 

2828 

71 

1942 

... 43,000 

33,129 

TI 

3,240 

2.257 

70 

1943 

... 34560 

21,987 

63 

3.000 

2,013 

67 

1944 

... 32,750 

19,546 

«) 

2.100 

900 

43 

1945 

... 15300 

1,695 

11 

800 

63 

8 

(Apr.-JuhO 






Source: Automobile Control Association (Jidoshn Tosei Kai). 


Nissan’s main plant was located along the A’okohama waterfront. 
Total floor area of its buildings occupied 1.4 million square feet (32 acres) , 
or about two-fifths the size of the Ford Willow Run Plant. Its four 
branch plants had an additional floor area of 552,062 square feet. In 
addition, on Army instructions, it established small assembly and repair 
plants in Singapore, Central China and Korea. Its Tsurumi plant pro- 
duced alloy steels, which it required. Output of vehicles was as follows: 


Calendar Year Trucks Passenger Cars Busses 

1937 7,181 4.546 27 

1938 12,036 4.150 307 

1939 14,951 1,369 1480 

1940 13,702 1.163 1092 

1941 17,953 1,5S6 138 

1942 16,457 904 0 

1943 10,098 466 0 

1944 7,074 0 0 

1945 (Jan.-Aug.) 1,795 0 0 


Source; Automobile Control Association. 


The Toyota Company had its main plant three miles south of Koromo, 
a small city seventeen miles from Nagoya. The floor area of the plant 
was 1.8 million square feet (41 acres). It also had a separate plant for 
the manufacture of bodies and the Toyota Steel Works produced the 
special steels required. The company’s output was as follows: 


FiscalYcar Trucks Passenger Cars Busses 

1937 3.740 647 461 

1938 3,973 468 241 

1939 12.693 84 1,241 

1940 13.068 384 659 

1941 15.502 121 63 

1942 15558 43 0 

1943 9,796 66 0 

1944 10,689 0 0 

1945 (April-Aug.l 1,035 0 0 


Source: Automobile Control Association. 


®®See “Automobile Industry of Japan,” Oriental Economist, June 1942, pp. 278- 
79, and Jidosha Nenkan for 1943, Tokyo, p. 121. 
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The Diesel Company had two main plants, one at Kawasaki and one 
at Tsurumi, and five minor plants in Kawasaki and northern Yokohama. 
A third plant, at Hino, erected by Diesel for the manufacture of military 
tracked vehicles, was separated from the company in 1942 and taken over 
by an Army arsenal. In 1943 repair plants were set up, at the Army’s 
instruction, in Singapore and Batavia. The company’s output was as 
follows: 


Fiscal Year Trucks Caterpillar Cars 

1938 1.655 243 

1939 4,196 495 

1940 7,148 640 

1941 7,769 479 

1942 5,638 415 

1943 5,282 0 

1944 3345 0 

1945 Upr.-Aug.) 344 0 


Source : .-lutomobile Control .Association. 

Even though the military made a sharp distinction between production 
of combat A’ehicles and production of motor vehicles, and exercised direct 
control of the former, most of the wartime output of the latter went to the 
military. This may be seen from the following table which shbws the 
percentage distribution of Japanese truck production.*® “Civilian” use 
included industrial, hauling from railroad terminal to factory, etc. 


Fiscal Year Army Xavy MunUions Ministry '“Civilian’’ 

1942 47 18 .. 35 

1943 51 23 .. 26 

1944 49 28 6 17 

1945 44 19 7 30 


Source : .Automcbile Control .Association. 

A U.S. Array report, released by the OfiBce of Technical Services of 
the TJ.S. Dept, of Commerce, surveyed Japanese automobile production 
methods and found, in the words of the author: 

Of truck and ear development there is nothing to be said. No genuine 
effort appeared to have been made to imjtrove the A-ehicles in any important 
r^pect . . . produetion volumes with respect to tank and automotive mate- 
rial were measured by hundreds where production of similar material in the 
U.S. was measured by the thousands and tens of, thousands. This no doubt 
accounts for the lack of new developments in Japanese production methods, 
but there were many other reasons. The Japanese used many American 
machine tools, copied U.S. production methods, were unable to afford the 
time and manpower for either development or production of new tools, and 
could not afford the delays incident to changeover of production methods.*’' 


*®See Our Aclivilies During the Late War, Automobile Control Association, 
Tokyo, December 3, 1945, p. 8. 

Japanese Automotive Research, Development, and Production oj Combat and 
General Purpose Vehicles, U.S. Army, Ordnance Technical Intelligence Report No. 21, 
Tokyo, March 23, 1946, p. 28. ' 
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Since the industry was never a primary bombing target and the only 
occasion on which bombs were actually aimed at a motor vehicle producer 
was the August 14, 1945, attack on the Koromo plant of the Toyota Com- 
pany with one experimental bomb, the decline, until the time the industry 
began to disperse, can be attributed to the steel supply. The decline in 
steel supply resulted in a parallel decline in vehicle output until April 
1946. For example, by the second quarter of 1944, steel supply had fallen 
to 41 percent of the 1941 peak while vehicle output had dropped to 39 
percent. In the January-!March quarter of 1945 steel deliveries were off 
32 percent from the previous quarter while vehicle output was down 39 
percent. By the end of March vehicle output was only 18 percent of the 
1941 level. In the following quarter output fell faster than steel supply 
due to the attempt to disperse. Production came to a standstill at Nissan 
in May as the plant was torn apart for dispersal. No trucks were pro- 
duced after May. Machine tools were shipped to a small town 180 miles 
north of Tokyo. No buildings were ever erected at the dispersal location, 
due to a delay in arrival of building materials. The machines, unpro- 
tected against weather, were stored in the open and many of them were 
. ruined. -Toyota shut down in May except for assembly of parts on hand. 
It was planned to set up plants in the new area with just roofs over the 
machines. About 50 percent of the machine shops were moved but pro- 
duction at the new site never started. Some of the machine tools were 
ruined when the temporaiy roofs leaked. At the end of March Diesel 
began an underground plant at Nagano designed upon completion to house 
the manufacture and assembly of 250 truck chassis a month, Four hundred 
machine tools -n’ere moved but production never started since there -was 
no power connection,*® 

The crisis in requirements for and use of motor vehicles in .Japan came 
in 1945. Dispersal of all industry raised requirements sharply at a time 
when output was down to virtually nothing and existing vehicles were in 
a sad state from overuse and undermaintenance. Those plants that some- 
how' succeeded in dispersing successfully were usually located away from 
rail lines and required trucks to haul materials in and finished products 
out. The trucks were just not available. The Japanese road system was 
an undeveloped, rudimentary one. Of the reported 932,000 kilometers of 
roads of all kinds, only 9,000 kin. were major or national highways, the 
remainder were for the most part unpaved and unimproved village or 
town roads. During the war the national roads were not maintained, due 
to lack of manpower and materials.*’ The wear and tear of such a road 

88 For further details of the air attack, bomb damage and dispersal, see t'SSBS, 
The Japanese Motor Vehicle Industry, Washington, 1946, pp. 8-10. 

88 Sum-motion of Non-Military Activities in Japan, SCAP-GHQ, Vol. 1, Tokyo, 
September-October 1945, p. 74. 
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system on vehicles lacking repair and parts, running on worn-down tires 
which could not be replaced, and operating on all kinds of substitute fuels 
which shortened the life of motors, can be iraagined.““ 

The Japanese Army had 02,. 500 trucks at the beginning of the Pacific 
War. During the war they lost 71,000 trucks overseas. At the end of the 
war they had 51,000 trucks in Japan proper (20,600 were requisitioned 
“civilian” trucks) of which 26,000 were operable. On January 1, 1941, 
there were 64,000 trucks and 27,000 busses in the Japanese “ civilian ” 
economy. As a result of requisitions, losses, lack of maintenance, etc., by 
the end of 1944, operable trucks in “ civilian " hands totaled 22,800 and 
operable busses totaled 8,100. By war’s end only 17,000 “ civilian ” trucks 
and 4,700 busses were operable. Thus at the end of hostilities there were 
only 43,000 trucks, “ civilian ” and militai'y, in operating condition in 
Japan proper.*' 

In 1945 the bottleneck of local transportation became critical. Trucks 
had seldom been used for long hauls in Japan but there was a tremendous 
demand for them to haul materials and components from rail terminals 
and docks to factories, and vice versa. As we have seen, dispersal added 
enormously to this demand. Aside from the u.^e in dispersal itself, where 
factories moved away from their component suppliers and where parts of 
factories were scattered, the truck tran=portation load increased sharply, 
particularly when the dispersal point was far from a railroad. Pre- 
quently dispersal had to be undertaken with ox or horse cart, Terminal 
operations came to depend on horse and hand carts rather than upon 
trucks. In Nagoya, in November 1944, one-third of the equipment of the 
Japan Express Company was taken by the Array. In 1945, of the 4,722 
vehicles used in all terminal operations, 421 were trucks, 1,718 were horse 
and o.\ carts, and 2,583 were hand carts. In Osaka, of the 5,007 vehicles 
used in 1945 in terminal operations, 2.175 were trucks but only 410 W'ere 
in operating condition.** The Japanese Army Ordnance Bureau listed 
lack of local transportation, after lack of steel, as one of the primary 
causes for the decline in army ordnance output. While the importance can 
be overstressed, there is no doubt that immobilization and lack of local 
transportation contributed both to the decline and to the chaos in the last 
year of the war. 

Ships 

Japan’s dependence upon shipping during the years 1941-45 was prob- 
ably greater than Britain’s, for in addition to dependence upon shipping 

See Summation, Vol. 5, Tokyo, February 1946, pp. 161-62. 

01 Many which the author saw, in the months immediately after the surrender, 
limping along, might just as well have been taken out of the “ operable ” class. 

0* Di^cidtiee of Wartime Operation and Present Deplorable Statue, Report of 
Nihon Tsuun KK. (Japan Express Co.) to SCAP, Tokyo, October 26, 1945, p. 8. 
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for vital imports of all kinds, Japan used water transportation for inter- 
island movements of essential commodities such as coal. By a series of 
subsidy measures and a “ scrap and build ” program in the thirties she had 
endeavored to lessen that dependence by replacing antiquated and slow 
merchant ships with new and fast ones prior to Pearl Harbor.®* In 1940 
Japan had over 700 ocean-going freiglitei's, 132 combination passenger-cargo 
vessels and 49 large ocean-going tankers. Nearly 300 Japanese cargo 
ships were rated at 12 knots and over, which compares with a speed of 10 
knots for the average American prewar freighter of the Hog Island type. 
Some 236 dry cargo ships of about IV 2 million gross tons were built sub- 
sequent to 1930 and thus were comparatively new and modern. Out of the 
total of 132 combination passenger-cargo vessels, 49, or 37 percent, were 
capable of speeds of approximately 15 knots and better. Thirty-seven of 
these, or 28 percent, were built between 1932 and 1940, which placed them in 
the “ new ” class. They were mostly motor vessels of the most modern 
type and included some of the fastest ships afloat. Over 65 percent of the 
tanker fleet of Japan was built after 1930, and 20 out of the total of 49 
ships were capable of speeds of 16 knots and upwards. Japan also had 
moved to carry a greater percentage of her imports in her own vessels as 
their tonnage rose from 4 to 6 million gross tons over the 1930-40 decade. 
Whereas 54 percent of her import tonnage had been carried in her own 
vessels in 1937, this rose to 65 percent in 1941.®^ 

Confident that she had a well-rounded and adequate merchant fleet, 
Japan turned, in the China War period, to the modernizing and strengthen- 
ing of her naval forces. Since even in this period the overall steel supply 
was limited, expansion of naval ship output had to come at the expense 
of a contraction of merchant ship output. The trend may be seen from 
the following table: 


Year Xew Merchant Tonnage* XeieXaval Tonnage Total 

1937 442,382 55,360 497,742 

1938 410.644 63,589 474,233 

1939 343,526 58248 401,774 

1940 279,816 94,705 3741521 

1941 237,617 225,159 462.776 


* Tonnage of steel ships over 100 gross tons. 

In addition to requirements for new naval tonnage, naval modernizing 
and repair began in 1936 and continued through 1939, slowing up in 1940 
until by the end of 1941 there was only one primary fleet unit in need 
of repair. This may be seen in the table below: 

9* For details, see The Shipping Jndatlry of Japan, Nippon Keiaai Remmei Kai, 
Intelligence Series No. 6, Tokyo, October 1940, p. 16 et seq. Also Kokusel Gurafu, 
Tokyo, December 1940. 

9* Interrogation of Ariyoshi, T., of the Shipping Control Association. Tolq-o, 
November 14, 1945, p. 3. 
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Fleet Readiness 


Cttlegory 


(Includes annual additions) 
1936 J9S7 



J9SB 



Battleships 

. 5 

3 

2 

10 

Carriers 

5 

1 

0 

6 

Cruisers 

. 18 

6 

7 

31 

Destroyers 

. 62 

10 

0 

72 

Submarines 

. 22 

22 

0 

44 

Minelayers 

. 4 

0 

0 

4 

Minesweepers ... 

. 11 

0 

0 

11 

Subchasers 

. 2 

0 

0 

2 

Coast defense ... 

. 0 

0 

0 

0 

Gunboats 

. 0 

0 

0 

0 

Torpedo boats . . 

4 

0 

0 

4 



1939 


Category 

Serviceable 

•b 

o 

csi 

g 

u 

fc 

5 

"fS 

5 

S’' 

Battleships 

. 7 

2 

1 

10 

Carriers 

. 4 

2 

2 

s 

Cruisers 

, IS 

4 

15 

34 

Destroj'ers 

, 75 

15 

0 

90 

Submarines 

. 42 

9 

0 

51 

Minelayers 

. 5 

0 

0 

5 

Minesweepers . . . 

. 16 

0 

0 

16 

Subchasers 

. 8 

0 

0 

S 

Coast defense . . . 

. 0 

0 

0 

0 

Gunboats 

. 9 

0 

0 

9 

Torpedo boat® . . 

. 12 

0 

0 

12 


6 

3 

1 

10 

5 

4 

1 

10 

4 

0 

2 

6 

5 

0 

2 

7 

17 

4 

10 

31 

20 

5 

8 

33 

68 

8 

0 

76 

76 

7 

5 

83 

38 

0 

0 

47 

42 

6 

0 

48 

5 

0 

0 

5 

5 

0 

0 

5 

12 

0 

0 

12 

12 

0 

0 

12 

3 

0 

0 

3 

3 

0 

0 

3 

0 

0 

0 

0 

0 

0 

0 

0 

9 

0 

0 

9 

9 

0 

0 

9 

8 

0 

0 

8 

12 

0 

0 

12 


mo 



mi 



, 5 . 

cs 




Cii 


.S 

,a 

B 

B 

s 

A. 

1 

E 


iji 

13 

1 

'8 

a. 

B 

;§ 


B 

1 



5 

» 

O 

e 

B 

» 

■rs 

B 

B 

% 

1 

S 

e 

Eh 

8 

0 

2 

10 

ID 

0 

0 

10 

8 

0 

1 

8 

10 

0 

0 

10 

25 

0 

ID 

35 

37 

0 

0 

37 

84 

12 

0 

96 

109 

1 

0 

no 

40 

12 

0 

52 

63 

0 

0 

63 

6 

0 

0 

6 

8 

0 

0 

8 

12 

0 

0 

12 

18 

0 

0 

18 

12 

0 

0 

12 

15 

0 

0 

15 

0 

0 

0 

0 

0 

0 

0 

0 

10 

0 

0 

10 

11 

0 

0 

11 

12 

0 

0 

12 

15 

0 

0 

15 


SouiTc: \avy Technical Biiicaii (Konsei Honibu) Xavy Mini'tiT. 


Thus in the early part of the period, modernizing and repair of naval 
vessels, and in the latter part, sharply increased naval tonnage combined 
to limit merchant ship production. The large increase in 1941 deliveries 
over those in 1940 was the result of production started two or more years 
before, when the keels were laid for the ships turned out in 1941. The 
Japanese commissioned two 60,000-ton battleships, the Yamato and the 
Mtisashi, in 1941 and 1942 respectively. The keels for these two were laid 
in 1937 and 1938, marking the commencement of the large-scale Japanese 
naval shipbuilding program. One other battleship keel was laid after 1939, 
but the vessel was converted to an aircraft carrier before its completion. 

One other factor was responsible for increased naval ship production 
crowding merchant shipbuilding. Not all the naval shipbuilding w'as done 
in the four principal navy yards, Yokosuka, Kure, Sasebo and Maizuru. 
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(A fifth navy shipyard, Ominato, was used for repairs only.) In fact, 
only 41 percent of the total naval tonnage delivered during the war was 
produced in naval shipyards. The remaining 59 percent came from com- 
mercial shipyards, and only one commercial yard, the minor Kawasaki 
Senshu, engaged wholly in naval work. Most other major commercial 
yards built both naval and merchant ships. Thus, without expansion of 
shipbuilding facilities, expansion of naval output could come only at the 
expense of merchant shipping output, or vice versa. The percentage of 
naval ship deliveries to total deliveries by commercial yards, on the basis 
of value, was as follows: 

Percentage Naval 

‘ Ship Deliveries 


1939 20 

1940 27 

1941 41 

1942 44 

1943 30 

1944 34 


The value of naval ship deliveries by commercial yards increased each 
year from 1939 on. The percentage decline after 1942 was due to the 
fact that merchant ship deliveries increased at a faster rate than naval 
ship deliveries. While some twenty-seven yards were involved in naval 
construction, one Navy Yard, Kure, and one commercial yard, Mitsubishi 
Nagasaki, delivered together over 30 percent of the entire naval tonnage 
during the war. More than half of the increase in floor space of com- 
mercial shipyards between 1935-41 was concentrated (60 percent) in the 
eleven commercial yards which did over 90 percent of the commercial yard 
naval ship construction. On the whole, expansion of the shipbuilding facili- 
ties during the last half of the pre-Pearl Harbor decade was moderate. 
The average annual increase for commercial yards was 8.2 percent and 
8.1 percent for floor space and length of ways respectively."^ 

This placid rate of expansion of facilities and the actual decline in the 
volume of merchant ship construction through 1941 reflected the utter 
lack of realization on the part of the Japanese of the precariousness of 
their shipping position. The first plan of the Communications Ministry 
(later the Transportation Ministry), which remained in charge of merchant 
shipbuilding until the Navy took over in July 1942, provided for a slight 
increase in merchant ship output in 1942 but then a lower and lower output 
for each succeeding year. The plan dated December 15, 1941,"° scheduled 
the following output of merchant tonnage: 

85 Waga Kuni No Zosen Selsubi (Japan’s Shipbuilding Facilities). Zosen Tosei Kai 
(Shipbuilding Control Association), Tokyo, January 1944, p. 4, 

88 Plan for Construction of New Merchant Skipping Tonnage, Communications 
Ministry, Tokyo, December 15, 1941. 
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Year Schidukd Tonnage 

1942 398.295 

1943 317520 

1944 247,110 

1945 72,370 


Apparently the officials of the Communications Ministry really believed 
the I'.S. had an aversion to the use of submarines.®* The Cabinet Plan- 
ning Board’s more realistic estimate of anticipated damage and replace- 
ments, drawn up in December 1941,”* was as follows (in tons) ; 

hi Yiar o] ITar 2nd Yean oj War 3rd Year oj War 

Anticipated Damage 800.000-1.100,000 700.000-800,000 700,000-800,000 

Replacement 300.000 500,000 600,000 

The Japanese could little guess, of course, that they would lose over four 
times the tonnage anticipated in the third year of the war and be able to 
build over twice what they thought possible.”” 

Three additional plans were drawn up by the Communications Ministry 
during its period of control over merchant shipbuilding. These schedules, 
including the one of December 15. 1941 (for purposes of comparison), were 
as follows (in tons) ; 


Pate oj Plan 

iOJfi 

im 

mi 

]9iS 

Dec. 15, 1911 . . . 

., 398,295 

317520 

247.110 

72570 

Feb. 5, 1942... 

.. 388.060 

638,970 

766,840 

592.130 

Mar. 3, 1942 . . . 

.. 500516 

695.170 

770580 


Mar. 25, 1942 ... 

.. 389.460 

689510 

675.580 

651300 


While three of the four estimates for 1942 were close to actual tonnage 
constructed during that year (361,239j, those for subsequent years fell far 
short of what the Japanese were actually able to realize. They were 
unable to anticipate the magnitude of the coming need, and so sharp was 
the criticism by shipbuilders of the March 3 plan, largely because they 
could not see how they could meet the goal for 1942, that the Ministry was 
forced to backwater and its plan issued toward the end of March repre- 
sented a retreat from optimism. This was the last plan to be drawn up 
by the Communications Ministry. 

The Ministry had neither the staff, the imagination, experience nor 
prestige to promote a large-scale expansion in merchant shipbuilding. No 
civilian authority existed in the Japanese government which could stand 
up to the military in the scramble for raw materials and production capac- 
ity. Since the military wa« intent upon expanding its own resources, allo- 

”t See Chapter 2, p. 50. 

Estimate oj Japanese National Strength at the Outbreak oj the Greater East 
Asia War, Cabinet Planning Board, Tokyo, p. 7. 

®” Though the Economist in March 1942 carried an article entitled ** Increase of 
Bottoms Considered Urgent,” p. 147. 
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cations to merchant shipbuilding had to be made from Avhat remained 
after the armed forces were satiated. As a result, the Communications 
Ministry had been unable to schedule any real expansion of shipbuilding 
capacity and as its December 15, 1941, plan indicated, its outlook, con- 
ditioned by repeated demands for naval expansion, was hardly conducive 
to the increased production which the war need required. Accordingly, 
the Cabinet decided to give the control over merchant shipbuilding to the 
Navy. The Navy Technical Bureau had the staff and the prestige to initi- 
ate expansion, changes in schedules and ship designs. It was a good 
strategic move because vesting responsibility in the Navy made that Min- 
istry consider and balance the relationship between merchant and naval 
shipping requirements and capacity. Thereafter greater attention was paid 
to merchant shipbuilding. All told, eight plans were drawn up by the 
Navy at varying dates, as follows (in tons) : 


Dale oj Plan ISjS 1944 190 

Nov. 20, 1942 591,410 827,760 708,200 

March 1943 818,880 1,558,780 464,700“ 

December 1943 958,770 1398.110 839,020'’ 

April 1944 2,631.250 1,607,760 1> 

August 1944 1,966.480 1,105,040'’ 

Nov. 1944 2,065.250 

Feb. 1945 1356,630 

April 1945— Primaiy 566,600 

“ " — Seoondaiy 665,930 


“ First quarter 1945, only. 

'’ First halt 1945, only. 

Source; Navy Technical Bureau. 

The first Navy plan raised the sights somewhat higher than the last 
Communication Ministry Plan but still reflected a limited concept of need. 
Guadalcanal had not yet been wholly written off. The ilarch 1943 plan 
represented a real lifting of goals and from that time through 1944 the 
plans were overoptimistio in relation to what was actually accomplished. 
April 1944, which was close to the actual peak production month, repre- 
sented the high-water mark of aims. The tide of hope receded somewhat 
in August, still further in November, and then fell sharply by February, 
by which time the figure was wholly unrealistic. The April 1945 plan 
represented an attempt to adjust to reality. The plan covered only the 
first nine months of fiscal 1945, All previous plans had covered at least 
a year in advance, some had covered four. Also unlike the others, this 
plan set up two different goals, A “ primaiy ’’ goal of 566,600 tons was 
scheduled for approximate completion in six months. The attainment of 
this near-range goal was considered as a " must," A " secondary ” goal of 

ic These plans, as did those of the Ministry of Communications, covered steel 
ships, including tankers of 190 gross tons and over. They did not cover wooden ships. 
Production plans for wooden ships will be considered later. 
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665,930 tons represented tlie continuation of the schedule through the first 
nine months. Obviously, production at a rapidly decelerating rate was 
anticipated and it was added that the secondary goal was to be attained 
“ if materials are available." 

Obviously capacity had to be increased if the expanded goals of the 
1943 and later plans were to be realized. Real expansion did not come 
until 1943, when the industry increased by one-third based upon measure- 
ment of floor space. On an index basis (1941 = 100), the trend of floor- 
space expansion, total length of ways and total employment during the 
Pacific War years, was as follows: 


Fiscal year Floor Space Length oj Ways Employment 

1941 100 100 100 

1942 Ill 104 129 

1943 148 120 188 

1944 170 126 226 

1945 178 A26 186 


Another indication of growth, though less precise, is the increase in 
number of yards, ways and docks. Changes in number over the war 
years w'ere as follows: 


Number of 1941 IW 194S 1044 Wo 

Yards 47 48 56 56 50 

Ways 126 130 133 133 126 

Docks 70 71 73 78 75 


The extent to which the wartime expansion was accomplished by the 
construction of new yards as against the expansion of old (those in exis- 
tence before 1940) is best indicated by the distribution between them of 
the increase in floor space and average employment. Of the new floor 
space built between March 31, 1942, and August 15, 1945, 39 percent was 
built in new yards and 61 percent in the older yards. The difference be- 
tween the average monthly employment in the fiscal year 1941 and that 
of the wartime portion of fiscal 1945 was divided 28 percent in the new 
yards and 72 percent in the old ones. This was unfortunate for Japanese 
shipbuilding, for although the older yards had the benefit of experience, 
it was experience in antiquated methods and clumsy, hand-tailored ways 
of building ships. 

These older yards were almost invariably congested and not well- 
organized for a smooth flow of production. Their growth had been piece- 


l®iPZan for Merchant Ship Construction in the Ensuing Months, Navy Technical 
Bureau, Tokyo, April 15, 1945, p. 5. 

1®- Based on data from the Shipbuilding Control Association. 

Nenkan, 1947, p. 453; a discussion will also be found in Summation of Non- 
Military Activities in Japan, Vol. 1, Tokyo, September-October 1945, p. 59. 
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meal and as a result did not conform to any systematic layout plan. The 
old yards were almost invariably seriously overcrowded. Good sites for 
shipyards, expanses of low flat land alongside deep water, are comparatively 
limited in Japan because of the rugged terrain and coasts. The few places 
in Japan where considerable flat area is adjacent to protected deep water 
are usually the sites of cities. Most of the older shipyards were located 
on city waterfronts and therefore expansion was both difficult and expen- 
sive. As a result, with the wartime expansion, congestion in yards 
invariably resulted. This, together with lack of specialization, made a 
systematic, smooth, controlled flow of work practically impossible. Hence, 
there was an inevitable preoccupation with this or that particular ship 
from time to time, resulting in erratic variations, in many of the yards, 
in the building time required for different ships of the same or similar 
type. The older yards built ships up from the keel on conventional end- 
launching building ways. Material was designed and fabricated in the 
usual plate, boiler, machine, forge, carpenter, pattern, etc., shops. Most 
of the larger yards also built their own ships’ engines and u’ere equipped 
with shops for the purpose.’*” 

The newer yards could, of ooui-se, avoid congestion and they specialized 
for the most part. They had planned layouts and they used more modem 
shipbuilding procedures. Instead of tlie conventional piecemeal construc- 
tion on single-position building ways, four of the new yards built their 
ships in multiposition stages on either rails or in drydocks and employed 
block preassembly at least to some degree, A rebuilt yard, Koyagijima, 
was the only one building ships over 1,000 tons which made any funda- 
mental departure from the traditional shipbuilding procedures. The prin- 
cipal feature of its rebuilding beginning in 1940 was the construction of a 
large graving dock capable of handling two A-type ships abreast in three 
different stages of construction, each stage being in separate compartments. 
In the use of block preassembly, welding and other modern techniques, 
the Koyagijima Yard did not differ materially from other new yards. 
Welding was not highly developed in Japanese shipbuilding. Only the 
simplest types were attempted and large sections were always riveted. 
Thus, since new yards were few in number and most of the wartime ex- 
pansion occurred in the old yards, it is apparent that the efficiency of 
Japanese shipbuilding was considerably less than might have been expected. 

In an effort to speed and facilitate wartime shipbuilding, standard 
models were adopted. Even before the outbreak of the war various com- 
mercial yards had developed their own designs and produced several 
sister ships according to a standard set of specifications. In the spring of 
1942, the Communications Ministry promulgated the first official schedule. 

“‘Interrogation of Nakayama, Ichiro, of Shipbuilding Control Association, Tokvo, 
November 28, 1945. 



258 japan’s economy in was and reconstrcction 

It provided for 6 dry cargo types, designated A to F and varying from 
6,400 to 530 tons, respectively. There was also one 5,300-ton ore carrier 
called type K, 3 tanker types designated TL, TM and TS, ran^ng from 

10.000 to 1.020 tons, a 9.600-ton transport called type M, and a railroad 
car ferry of 2,800 tons designated 137)0 W. When control over steel 
merchant shipbuilding was transferred to the Navy, it discontinued types 
B, C, F and K and substituted type TE (833 tons) for type TS (1,020 
tons). In addition, extensive changes in .specifications of the six remain- 
ing types called for more angular styling of the hull to facilitate produc- 
tion as well as weaker eonstniction; for example, wider spacing for mem- 
bers and elimination of double bottoms, and lighter engines to conserve 
materials and facilitate jiroduction. Significant sacrifices of speed and 
durability were made in the interest of increased production. For example, 
the speed of the large tanker TL (10,000 tons) was lowered from 18.5 to 
15 knots per hour. The 6.400-ton cargo vessel, type A, was reduced from 
15 to 13 knots per hour. The horsepower of the engine of type TL was 
reduced from 9.500 (metric) hp. to 4.500 hp.. while that of the type A was 
cut from 3,500 to 2,000 hp. Such changes were made all along the lino 
and constituted a major error of planning, for although they undoubtedly 
facilitated increased production they also increased the vulnerability of 
Japanese shipping to our attack. By the end of 1944 the Navy recognized 
its mistake and established a new 'Ct of specifications which not only re- 
turned to. but even went beyond, the original Communications Ministry 
specifications in increasing horsepower, increasing speed and improving the 
lines of the hull. For example, type TL had its horsepower raised from 
4,500 to 9,000 and its speed from 15 knots to 19 knots per hour. Type A 
was increased from 2,000 hp. to 4,500 hp., which it will be recalled was 

1.000 hp. above the original 3.500 hp. specification. Its speed was in- 
creased from 13 to 15.5 knots. Similar changes were made in other models 
to improve ships’ chances of eluding submarines, even though such changes 
might cause the rate of construction to fall. 

An analysis of the various plans discussed previously for the details 
of ship types reveals some interesting facts about the Japanese shipping 
position. The 1943 plans called for the sharpest increase in output of 
type A, the 6,400-ton cargo carrier; for a large expansion in type E, the 
smallest cargo carrier (originally 830 gross tons, changed to 871 grt. when 
the Navy took over, and then to 880 tons in the 1944 revision) ; some in- 
crease in type D (originally a 1,900-ton cargo carrier, raised to 2,300 tons 
by the Navy and to 3,000 tons in its 1944 revision). In tankers, the 
initiation of a new type TE (the smallest tanker, 833 grt.; type TS— 1,020 
tons— was discontinued) and a large increase in output of TL’s (10,000 
tons) were scheduled. The changes in the plans from March 1943 through 
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April 1944 indicate that during the period in which production was expand- 
ing, the hoped-for continued increases were pinned mainly on types A, TL 
and E. Four of the new yards specialized in E's only, while two other new 
yards, Mitsubishi-Hiroshima and Hitarhi-Kanagawa, specialized in A’s 
only. 

The great need in 1944 was for tankers. Japan never had a sufficient 
tonnage of large tankers in the first place and since U.S. submarines were 
concentrating on tankers the rate of tanker sinkings mounted sharply. In 
December 1944 the Japanese Nav’y had less than one-third the tanker 
tonnage they had in Decemher 1943. Tankers were less than 10 percent 
of total Japanese shipping tonnage as of December 7, 1941. During 1942 
they constituted only 7 percent of total tonnage constructed; in 1943 the 
percentage rose to 33 and in 1944 to 36 percent. Tanker output in 1944, 
however, was obtained only by sharp cutbacks in planned cargo ship con- 
struction and by converting hulls begun as cargo vessels to tankers. For 
example, the August 1944 plan, which was, in effect, an admission of the 
failure of the previous plans for greatly increased goals, cut back A-type 
tonnage by 52 percent, but in spite of tlris it provided that 26 percent of 
the A-type ships still scheduled were to be finished as tankers. Similarly, 
in spite of an 18 percent reduction in all type-E ships, 21 percent were to 
be finished as tanker-type TE. To indicate this in another way, changes 
in the scheduled output of the type-TL tanker and type-A cargo ship in 
three different plans, December 1943, April 1944 and August 1944, are 
compared in the following table; 


April 19U Avgust ISU Avgust WU 

Type as % oj as % of os % of 

December 1943 April 1944 December 194$ 

A (cargo) 128 48 62 

TL (tanker) 198 90 178 


It is apparent that the April 1944 plan provided for a 28 percent increased 
cargo output but a 98 percent increase in tanker production. The August 
plan cut back cargo ship output by 52 percent but tanker schedules by 
only 10 percent. This scheduled cai^o output in August was 62 percent 
of the December 1943 figure while tanker schedules were 178 percent of 
the December 1943 plan. The percentage by which three-fourths of the 
annual production scheduled in the August plan was met at the end of 
the third quarter of fiscal 1944 (December 31, 1944 — this marked the real 
end of tanker output since the decision was made in January 1945 to 
cancel the entire tanker construction program), for cargo types A and E 
and tanker types TA, TL and TE, was as follows: 


105 "Japan’s ship Tonnage Is Revealed in Detail," Nippon Times, Tokyo, Sep- 
tember 9, 194S, p. 5, 
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Cargo Types Percent 

A 93 

E 92 


Tanker Types 
TA 
TL 
TE 


Percent 

68 

67 

99 


The reasons for the failure to meet TA and TL scliedules were quite 
different. The TA was a new problem for Japanese ship engineers— the 
adaptation of the 6,400-ton cargo hull to a finished tanker— and they 
were slow in finding the answers and bungled the job.^®° The reason for 
failure to meet the TL schedule was twofold; the plan set an unattainable 
goal in view of material limitations and the yards to which the TL output 
was assigned had to meet conflicting demands. The large tankers were 
assigned to the four most heavily-equipped commercial yards in Japan— 
Nagasaki and Yokoliama yards of Mitsubishi, Kobe-Kawasaki and Aioi- 
Harima. These yards were overloaded and were engaged in construction 
of naval ships and other merchant types at the same time. In contrast, 
production of A's, E’s and TE’s was carried out in much more specialized 
yards. The three major yards, which built 72 percent of the A-type ships 
during the war, Koyagijima-Kawaminami, Tamano-Mitsui and Kobe- 
Mitsubishi, specialized in them. Four new yards produced all the E ships ; 
one of them, Matsunoura-Harima, built all of the TE ships. It turned 
out 116 ships in 1944 while the other yards produced 111, 82 and 71 ships, 
respectively. Apparently the TE's had been assigned to the best E-yard. 
So effective was the interdiction of shipping from the southern areas that 
by January 1945 the decision was taken to halt the tanker construction 
program and only those tankers which were substantially finished were 
completed. By May 1945 tanker tonnage afloat was one-quarter of that 
attained at the peak in November 1943, and less than half the tonnage 
still afloat was in serviceable condition. 

The composition of naval ship input during the war changed materi- 
ally,^”’' In 1941 over 50 percent of the input was going to battleships and 
carriers. By 1945 less than 1 percent was going into such channels while 
over 50 percent was used for submarines and coast defense vessels (Kai- 
bokan). In 1941, an additional 20 percent was going into cruisers, de- 
stroyers and sub-chasers, while in 1945, 25 percent was going to special- 
attack and landing craft. Work on battleships ceased after delivery of 
the Musashi in 1942. In 1942 cniisers took up 8 percent of construction 
activity in naval shipbuilding (in tonnage terms), in 1943, 3 percent, and 
in 1944 less than 1 percent. While deliveries of completed aircraft car- 
riers were maintained through the middle of 1944, construction activity 


™ Interrogation of Sukima, Yoshio, of Shipbuilding Control A.^sociation, Tokyo. 
November 12, 1945, p. 4. 

tot An index of naval ship input was computed by the bombing survey. See lop- 
anesc Naval Shipbuilding, Washington, November 15. 1946, pp. 7-8. 
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or input of nork was higliC't in 1943 and dropped sharply in 1944. No 
carriers were delivered in 1945 and practically no construction work was 
done on them in that year. Delivery of destroyers was heaviest in 1944 
when 31 were completed. Six destroyers were completed in 1945. Input 
of work on submarines was highest in 1943 but was maintained even 
through early 1945 at a fair rate. Deliveries were highest in 1943 when 
40 were completed; 37 were delivered in 1944 and 22 in the first four 
months of fiscal 1945. Thereafter all submarine work ceased. The Jap- 
anese went to great lengths to maintain submarine output, though they 
used them poorly during the war and toward the end did not have enough 
fuel to operate all they had. To obtain lead which was used in large quan- 
tities in -ubmarine construction the Japanese removed and scrapped the lead 
linings of the staple fiber baths in the textile industry.'*’® 

An interesting 0010111601817 on Japanese submarines was made by Vice- 
Admiral Paul IVeneker, former German Naval Attache at Tokyo, who 
left Japan in 1937 to command the pocket battleship, Deutschland, and 
who then returned to Japan in 1940 and remained until the surrender. He 
declared: 

It was the expressed dc-irc of the German Naval Ministry that every 
possible effort be made to induce the Japanese to exert their maximum effort 
in attack against U.S. merchant shipping in the Pacific. Notes were repeat- 
edly exchanged between my office and Berlin on this subject and directives 
from home instructed me to press the matter further. The Japanese had one 
invariable answer, namely that they must conseiwe their submarines for at- 
tack against the U.S. Fleet. They argued that merchant shipping could be 
easily replaced with the great American production capacity, but that naval 
i'ee®el« repre-ented the real power against which they fought and that these 
vessels and their trained crews were most difficult to replace and hence were 
the one logical target. If. therefore, they were to hazard their subs it mirst 
be against the U.S. Navy. 

The Japanese Naiw alw ays tliought of the U.F. carriers. They talked 
about how many were building and how' many were in the Pacific and that 
these must be sunk; but it was always carriers they talked about. Next 
after that they would attack battleships and lesser ships but never the mer- 
chantmen except under most favorable conditions. On instructions from 
Berlin I suggested specifically that they concentrate on certain supply lines, 
with a chance of attacking tankers and transports, but they refused. I sug- 
gested the desirability of attacking the route between Honolulu and the 
West Coast because that would force the use of convoys and would force the 
withdrawal of many escorts from the Western Pacific. Again the answer 
was negative; the mission was the American carriers and they could not be 
changed on this principle. 

The Japanese had poor types of submarines in this war. First of all they 
were too big for easy handling under wnter when under attack and conse- 
quently were too easily destroyed. Then the asdic and sonic and radar 


fs InteiTogation of Tamura. Kyiize. Capt IJN. of Xa\y Technical Bureau. Tokyo, 
October 22. 1945. 
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equipment was very far behind in development. We therefore arranged to 
bring over a type i)-9 boat which would be best for them. We brought it 
to Kure, to the Navy Yard, where the Japanese studied it very carefully, 
removing the engines' and much of the equipment and looked into every part 
of the construction. But they then came to the conclusion that this type 
boat was too complicated for construction in Japan.**'® 

The delivery of primary fleet units during the war may be seen from the 
following table (fiscal year) : 


Categorv 

mi 

im 

194S 

mi 

laifi* 

1931-46 

Battleships 

1 

1 




3 

Aircraft Carriers 

5 

6 

3 

4 


25 

Cruisers 

1 

2 

2 

1 


18 

Destroyers 

9 

9 

15 

31 

e 

117 

Submariues 

11 

22 

40 

37 

22 

156 


* April-July. 

Source: Navy Ministrj’. 


The development of the secondary fleet during 1944 and 1945 may be 
seen in Chart 11. This fleet was developed largely in anticipation of in- 
vasion and with the purpose of inflicting as much damage on U.S. invasion 
forces as possible. It consisted of landing craft, coast-defense vessels and 
special-attack vessels. The latter consisted of suicide boats (Shinyo), 
midget subs (Kairyu and Koryu), and “human” torpedoes (Kaiten), 
all of which the Jajianese Navy regarded as so expendable that they 
classed them as “naval ammunition” and not as ships.'*" This weird 
collection in the aggregate, as Chart 11 indicates, accounted for more than 
half of naval output in 1944 and 1945. It required much less steel, how- 


JtilC('t'og<ilion of OfficiaU, op. ci(., Vol. 1, Interrogation No. 359, 

Karuizawa. November 11. 1945. p. 284. Weneker had the following to say about the 
overall causes for Japans defeat: 

“Of course, the Jai«ine>G ovei'-P''itimaled their own strength and under-estimated 
the enemy. Then, they had very long supply lme« which they could not protect; 
they admitted this in a pre-war .statement. The>e were basic i'ea>on« for their failure 
to do better in the war. After that, I would Kiy the reasons for their disaster could 
be cla'ssed about a.'* follows in order of impoiianiH?: First, and by far the worst, were 
the attacks of the highly efficient American submarines on the merchant shipping. 
Most serious of all here wa- the .>inking of tanker.'^ and hence the 1o«-p of oil from the 
South. The second factor in importance was the destruction of the Japanese Navy, 
so they knew they then could not stop the enemy from coming to these vital areas. 
The third, which no doubt had .some effect to close the war, was the air bombing 
attack on this [Jupan] country.’’ Jbid., p. 285. 

^^^The Shinyo, suicide boats, wore made of wood with an explosives charge in 
the bow. They ran from V/i to 2 tons and were powered by a standard gasoline- 
truck engine. The Ivaiiyii were 2-raan, I8-20-ton submarines, completed in an average 
of 30 days. The Korjni were 5-man. 40-50-toii subs usually completed in 60 days. 
The Kaifen or hunuin torpedo was a one-man affair of about 4-8 tons. It was built 
as a regular torpedo with room for an individual to steer. 
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ever, than the priinaiy fleet units since many of the items, such as suicide 
boats, landing craft, etc., n’ere made mostly of wood. 

The relationship between naval ship eonstruction tonnage and steel 
deliveries may be seen in tlie following table; 


Fiscal TominQc 

Year New Displacement Delivered Grass 

1941 .. 180,932 225,159 

1942 .. 177,183 253,992 

1943 .. 240,107 230.066 

1944 .. 365,536 468,402 

1945* . 41,128 66,692 

* April-July. 

Source; Navy Technical Bure.iii. 


aieel ( metric tons) 


PUthued Allocution 

Delivered 

374,000 

382A00 

326,400 

346.700 

271,100 

352,600 

147^00 

222,200 

10,400 

16,200 


It is interesting to note that the Xavy was able to obtain more steel 
for naval shipbuilding purposes than the allocation plan provided. This 
bears out the point made in Chapter 2 that the basic weakness of the 
allocation system was tliat both the Army and Xavy operated outside 
it for the most part and disrapted schedules by their insistence upon ob- 
taining what they considered their requirements. Even so, the Navy was 
forced to use less steel in 1944 in order to make more available for mer- 
chant shipbuilding. The fact that both delivered and displacement tonnage 
reached a peak in 1944, when steel consumption was falling, was due to 
two factors. First, delivered tonnage in the care of steel ships repre- 
■ sented in considerable part carriers, destroyers and submarines, started in 
previous years and utilizing the steel of 1941, 1942 and 1943. A 19,000- 
ton earner required 828 days from keel to launching (and an additional 
338 days from launching to delivery). A 9,000-ton carrier required 364 
days from keel to launching (and 311 day.* from launching to delivery). 
The 1,950- to 2,200-ton submarines required 490 days from keel to launch- 
ing (and an additional 550 days from launching to delivery) . The 2,040- 
ton destroyer required 248 days from keel to launching (and an additional 
120 days from launching to delivery). Secondly, the total delivered ton- 
nage of 1944 included a large amount of wooden comiwnents of the sec- 
ondary fleet. It was not possible to obtain separate figures on wooden 
vs. steel naval ship tonnage delivered. 

According to all available evidence, the expansion of output in 1943-44 
exhausted steel inventories and when deliveries in the first quarter of 1945 
fell to 30 percent of the 1944 rate of deliveries and to 5 percent of the 
rate of deliveries in 1941, the construction of steel naval ships came to 
a virtual standstill. Over four months 16,200 tons of steel would not 
produce very much shipping. Lack of steel was the primary factor re- 
sponsible for the decline of naval shipbuilding after the peak in August 
1944, and that peak was attained only through the higher steel input of 
previous years. 
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In mei'chant fliipbnilding it is possible to separate the wooden from 
the steel tonnage. Construction of wooden ships remained under control 
of the Communications Jlinistiy, after control of the building of steel 
merchant ships was transferred to the Navy."* This divided responsibility 
did not work very well, however, because the wooden ship construction 
yards were small, scattered,"- and did not, in contrast to most of the large 
steel shipbuilders, make their own engines. Nor did the Communications 
Ministry have sufficient authority in the war structure to secure the 
engines. As a result, in late 1943 the Navy was directed to procure the 
engines and supply them to the builders of wooden ships. 

Japan had 18.789 wooden ships totaling 1.1 million tons, as of the end 
of 1941. During the ensuing war yeai-s 385,794 tons were constructed. At 
the end of the war there were only 244,210 tons of wooden shipping left, 
of which only 43 percent was operable, the remainder being laid-up or 
under repair."® Construction during the war lan a futile race against 
sinkings. 

The first plan for wooden shipbuilding was announced in September 
1942 and covered the remaining seven months of fiscal 1942. It called for 
a substantial rate of production, but the amount actually produced was 
nominal. Despite this, the plan for 1943 was stepped up sharply, with 
results that were only slightly better. Only 18 percent of the plan was 
achieved. By 1944 the need for shipping had become so urgent that the 
rate of planned production was again advanced. The number of types 

"*See Oriental EconomUl, llaich 1943, p. 112. 

"2 The largest wooden shipyards in all Japan had 32, 29, and 25 building waya, 
respectively. Together these amounted to less than 4 percent of all wooden shipbuild- 
ing ways in Japan. The ab'^ence of concentration is indicated by the following tabu- 
lation : 



.Yo. oj 

Percent 

No.oj Build- 

Percent of 

Yards with 10 or more why- . 

1 ards 

oj Total 

ino Ways 

Total 

.. 43 

S 

600 

26 

Yards with 4 to 9 ways . . . 

.. 236 

43 

1350 

57 

Tards with 1 to 3 way.« 

.. 269 

40 

400 

17 

Total 548 100 

Source: Federation of Wooden Shipbuilders (1944). 

2350 

100 


Formerly there were several thousand but as the Communications Minister at the 
time. Admiral Terajima, declared before the gist Diet; “ Shipwrights in Japan may be 
counted by thousands. But shipbuilding units employing more than one hundred 
operatives are very few. Most of the shipyard.- employ only ten or ao workers, and 
naturally their production capacities are limited. In view of this situation, the Com- 
munications MiEistiy has undertaken to bring about enforced mergers reducing their 
number to several hundred’.'’ Oriental Economist, July 1943, p. 325. 

"2 See Summation oj Non-Miliiary Activities in Japan, SCAP-GHQ, "901. 1, 
Tokyo, September-October 1945, p. 76. Also Oriental Economist, Febiuary 22 1947 
p. 141. ’ ’ 
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was reduced and construction simplified. For example, the use of curved 
wood for keeling, and metal plates below the waterline for protection, was 
eliminated. Nevertheless, production lagged and an altered schedule was 
substituted which reduced tlie goal by about one-fourth. Actual produc- 
tion for the year amounted to about 60 percent of the altered schedule. 
Peak output came in 1944 when 245,000 tons were produced. As may 
be seen in the following tabulation, which shows the average monthly 
tonnage of planned and actual wooden ship output, there were also two 
plans for 1945. 

1342 i^Vi m* 

(7 mos.) Origiaal Altered Original Altered 


Planned .... 15,369 41.666 48,825 36,083 38.844 19,343 

Actual 218 7,630 22,005 10,696 

Percent 1 18 45 61 28 55 


* First quai'ter. 

Source: Transportation Ministiy. 

The first 1945 plan set the goal slightly higher than the altered 1944 
plan. After one month the Ministry hurriedly cut to half the original 
figure but even this lowered goal was not met.’^* Since the yards building 
wooden ships were widely scattered throughout Japan and largely outside 
the cities, the bombing attack was not responsible for the decline in out- 
put; it was due largely to the shortage of engines and of lumber and the 
failure of local transportation. The shortage of lumber was due not to 
the lack of wood, for Japan was well forested, but to the lack of able- 
bodied males to cut it. Particularly in the last year and a half of the 
war when the demand for lumber was greatest, the supply of men to out 
it was shortesji. So acute did the problem become that the Army purchased 
or seized stands of timber in the hills and used its forces to cut, log and 
deliver the lumber. Sawmills had difficulty getting maintenance parts 
and retaining labor, and the Japan Lumber Company declared that by 
the end of the war half of the mills were out of operation.^'"' It is appar- 
ent therefore that the production of wooden ships during the war never 
reached levels of sufficient magnitude to significantly supplement produc- 
tion of steel ships. Wooden ships served as fishing and cargo vessels, for 
lighterage in principal ports, for interisland transportation, particularly 
of coal, and were even used as small oil tankers, but they hardly filled 
the gap caused by the sharply mounting total ship losses and the in- 
adequate production of steel ship replacements. 

During the course of the war the allied forces sank 10,583,755 tons of 
Japanese shipping, of which 8.6 million tons were merchant vessels of 500 

Summary oj Planned vs. Aclval Production of Wooden Ships Owing the War, 
Transportation Ministry, Tokyo, October 22, 1945. 

11^ Report on the Lumber Industry During Recent Years, Japan Lumber Co. 
(Nihon Mokuzai KK.), Tokyo, December 1945, p. 8. 
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or more gross tons and 1.9 million were naval vessels. In all, 3,032 ships 
were sent to the bottom, exclusive of merchant tonnage of less than 500 
tons for which no tabulation was ever made.”® This was the outstand- 
ing and controlling fact in the Japanese shipping picture. For every ton 
of shipping the Japanese were able to build, three were sunk, and with 
the inadequate merchant tonnage with which Japan began the war, this 
meant that her merchant fleet was being whittled down to nothing. 
Coupled with her great dependence on imported raw materials, this de- 
velopment brought Japan to the vei^c of collapse. A vicious cycle of 
increasing velocity developed. Inability to bi-ing in raw materials due 
to shipping attrition caufed a sliarp decline in steel output. This, in turn, 
limited ship production and Japan was unable to bring her shipbuilding 
activities to anything near a replacement level. As a result she faced 
certain economic strangulation, a process whicli liad advanced to the ex- 
treme crisis point by early 1945, at which time the coup de grace was 
administered by the air attack. 

The decline in Japan's overall merchant shipping position may be seen 
in Table 32, which covers the changes in Japane.^c steel merchant shipping 
of over 500 gross tons. Only in the first four months of the war was 
Japan able to effect a net increase in her shipping tonnage and this was 
due not to production but to shipping captured and salvaged. Although 
new construction increased steadily from about one-fourth of the rate 
of sinkings in the first four months of the war to almo.st one-half in 1944 
when the maximum building effort materialised, the Japanese never even 
came near closing the gap. Even if production could have continued, 
after 1944, to increase faster than sinkings by the same rate of gain 
shown up to 1944, the balance of the merchant marine afloat would have 
been wiped out long before production caught up with sinkings. It was 
just not within the production potential of Japan to offset the rate of 
sinkings. That the operable tonnage of steel merchant ships of 500 tons 
and over should have been reduced by the end of the war to a mere 557,- 
000 tons is both a reflection on the ability of the Japanese Navy and a 
tribute to the effectiveness of our war-long campaign to interdict Japanese 
shipping lanes. Reduction to such a tonnage level meant that Japan had 
been isolated, that imports, for all practical purposes, were cut off, and that 
when material in the pipelines was exhausted, the economy would grind 
to a virtual standstill since Japan with her very limited domestic re- 
sources was incapable of supporting a war economy. Based on the de- 
struction of shipping alone, the war had been won, and in one sense it is 

Japanese Naval and iletchanl Shipping Losses Dming World War II by All 
Canses, Joint .Army and Xary A.«pes.«ment Committee, Washington, 1947, p. vi. This 
was the final authoritative evaluation drawn from ail previous sources, U5. and 
Japanese. It lists each Japanese ship sunk during the war, by name, date of sinking 
and attacking agent responsible for sinking. 
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unfortunate that it did not last another six months for then it would have 
been completely clear, as it was partially evident in early 1943, that with 
the cessation of imports, industry after industry would have come to a halt. 

The best indicator of the intensity and timing of the Japanese ship- 
building effort was the index of monthly economic input computed by the 
bombing survey.^^' It revealed that the scale of effort on new ship con- 
struction during the first 11 months of the war did not materially exceed 
that of the preceding year. Kot until November 1942 did the expansion' 
in the shipbuilding effort begin in earnest. In the 15 months from October 
1942 through January 1944, the overall scale of effort increased to six 
times the original. The peak constiuction effort as measured by input 
came in January 1944, when the index 11941 = 100) reached 680. The 
greatest gains had been in tankers and as the fiscal year ended (March 31, 
1944) the effort on tankers continued to increase at a pace suflScient in 
April to offset the usual recession after the year-end rush. The cargo ship 
effort continued to decline from January through July because of the 
diversion of more and more effort into tanker construction; keels for 11 
of the 13 completed TA tankers were laid in the three months, hlay, June, 
July 1944. The net decline from April to July 1944 in the total steel ship 
construction effort wa^ partly due to the shift in the production program 
from cargo to tanker types. After the effort on tankers reached its peak 
in July, it tapered off gradually during the ensuing three months through 
October. The shipbuilding industry as a whole may be said to have been 
operating at the maximum rate achieved during the entire war from Jan- 
uary through May of 1944. The decline from October on was particularly 
severe and in the ten months after October 1944 it fell to less than one- 
tenth of the October level of output. 

The Japanese shipbuilding effort posses>cd certain inherent limitations, 
the most important of which was the small total steel output of Japan. 
Even when the seriousness of the shipping position was realized and the 
effort stepped up to a maximum in 1944, the steel allocation given the 
merchant shipbuilding indu<-try in that year was only achieved, as we have 
seen, by severely restricting other uses of steel, and even the allocation for 
naval shipbuilding was cut sharply. The industry’s low steel stocks, 

^’*Thc computation of monthly economic input was derived from the jrross ton 
production of new ships. The o'O'a tonnage eompleted of each ship produced or 
under construction at the end of the war wa' sptead equally among the months dur- 
ing which the ship wa3 under construction, ineiuding the months of keel laying and 
delivery. The tonnages assigned in this manner to each month, April 1941 through 
August 1945, were totaled by standard ship type or comparable class of nonstandard 
ships and the total unit cost per ton at 1945 prices, for each such class applied. The 
total of the resulting input values for the ship l 3 'pe« constituting each general ship 
classification and for all ships as a whole represents the monthly economic input of 
merchant ship construction, See USSBS, Japanene Mctckant Shipbuilding, IVashington, 
January 1947, pp. 27 and 45. 
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which fell fiom a 7 6 month'-’ supply m 1942 to a 3 6 months’ supply in 

1944, made it difficult to acceleiate the building piocc's by piefabiication 
01 pio-keel MOik Theie tieie casCs nlicre the flames of ships t\eie all 
up and the deck plates had not yet been obtained fiom the steel mills 
Specifications foi steel t\eie loweied Tensile stiength was reduced to 
allou 10 peicent additional 'teel to pass thiough the mateiial test in 1944 
and ton aid the end of the yeai when quality declined fuithei this was 
again leduced In the last yeai, many steel plates iieie deliveied \ihich 
Clacked uith cold bending and did not fuse togethei uith welding 

The lelationship between allocations of steel and eonstiuction of steel 
meicliant ships (of o\ei 100 gioss tons) may be seen m the following table: 

Fiscalieai 'ileel ( 1000 met, ic lorn,) ' Ships (lOOO gross Ions) 

1941 348 238 

1942 501 361 

1943 858 1,111 

1944 1 233 1 600 

1945 x 212 181 1: 

“Includes steel for ship' enmnc' ind lepaii' but not loi Mid coD'tiuction oi e\- 
pansion 

•‘Apiil-tugust 

“This is the figure for tonnage dcineiad duimg the peiiod In addition another 
227 000 tons nere under construction 

The desperation of the Japanese shipbuilding effoit in 1944 is leflected 
by the fact that the 'teel allocation increased by almost 400,000 tons 
despite the 1,300,000-ton decline in fini'-hed steel pioduction that yeai It 
should be noted that by 1945 a little oTer 9 peicent of the steel allotted 
to shipbuilding was being U'ed foi lepaii woik The mining of Japanese 
ports and coastal wateis, and paiticulaily of Shimonoseki Straits in eaily 

1945, increased the repaii lequiiements This may be seen in the fol- 
lowing table which shows the peicent of total woik on construction com- 
pared to that on lepairs m all commercial yaids m Japan proper: 


Type of Woik 

m-i 

lOiS 

Meichant ship constiiKtion 

Si 

44 

Mei chant ship repaii 

8 

12 

Na^al ship construction 

35 

39 

Na^ al ship repair 

3 

5 

Total work on ships 

100 

100 


Souice Technical Buieau 

Since the 1945 distiibution shown above is the aieiage tor the year 
to the end of the war, it undoubtedly understates the degiee of shift that 
occuired duiing the last few months of the war By 1945, average monthly 

1*8 See Interrogation of Sulima, op ctf , p 6 

110 See Interrogation of Minami, Eokuemon, Capl IJN, Tokyo, November 1 
1945 
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deliveries of steel to merchant shipbuilding had fallen to 40 percent of 
the 1944 figure and inventories were virtually exhausted. Again, since 
the average monthly figure is based on a five-month total for the fiscal 
year to the end of the war and an actual monthly breakdown is not 
available, the average overstates actual deliveries in the last few months. 
By the end of July, it is probable that the industry was receiving steel at 
the rate of about 15,000 tons per month. Even had the flow continued 
at this rate, which is improbable, it would have permitted constniction 
of only 200,000 tons of shipping on an annual basis if no steel was diverted 
to repair work. 

Until the cud of February the shipyards were virtually untouched by 
the air war. Less than one percent of their floor i-pace had been damaged 
by stray bombing. At that time the rate of ship construction had fallen 
to one-third of the 1944 peak. The decline was primarily due to the 
drop in steel availability. From March on. the air attack on urban areas 
caused damage in the shipyards. The output of shipping in damaged 
yards fell more sharply than in undamaged yards. The air attack un- 
doubtedly accelerated but was not the basic cause of the decline in ship- 
building in Japan. Had there been no bombing damage to shipyards, by 
the end of the war, due to lack of steel, output would have been down 
to less than one-fifth of the 1944 level. Sakomizu, Chief Secretary of the 
Suzuki Cabinet, in his survey of national resources in June 1945, flatly 
concluded: “Shipping of iron ore has become almost impossible. The 
total production is about one-fourth that of the same period of the previous 
year. Construction of steel ships cannot be expected after the mid- 


Survey o] National Besourcee, by Sakotnizu, H., Chief Cabinet Secretaiy, 
Tokj'o. June 10, 1945, p. 17. 
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MOBILIZING MANPOWER 

Labor management is satisfactory. The morning scene 
between 5:30-8:00 o’clock at the march-off places of mines 
impresses one with the change the war has wrought. The 
workers line up into sections and march to their respective 
places of work, like infantrymen to their posts or airmen 
to their planes. The hours of work are ten hours from 
8:00 A.M. to Jt:00 P.M.—bui since workers cannot come 
out of the pits until their day’s task is done the actual 
hours put in are /g."— O riental Economist ’ 

In 1930 Professor Orchard noted: “ Labor is the chief industrial asset of 
Japan. With few resources in power or raw materials, a limited supply of 
capital, and no especial distinction in mechanical skill, Japan has built 
an industrial system upon cheap labor. . 

In view of the fact that Japan traditionally enjoyed a plethora of labor, 
it would be most unlikely that of all the bottlenecks and obstacles which 
might beset an isolated war economy, a deficiency of manpower would 
limit war production. '^The balance of judgment appears to indicate that 
quantitatively labor was not a limiting factor though due to mismanage- 
ment it came close to being so. Had it not been for the greater material 
limitation and had the Japanese been able to operate all their plant cajiac- 
ity on a full two-shift basis, they would either have had to devise more 
efficient practices of manpower utilization or face a continuing stringency. 
^Qualitatively, the labor available was a retarding factor even under exist- 
ing conditions of material shortage. That there was a shortage of 
“ skilled ” labor in the Western sense of the term appears to be incon- 
trovertible in the light of all available testimony. Statistically it is hardly 
possible to prove this, but source after source made the point. While in 
a war period almost everyone would be expected to claim that labor was 
short, the Japanese in many cases admitted tlmt there was enough labor, 
but “ not of the right kind.” Z' 

The military would not allow any exception for skilled or heavy 
workers until late in the war and, as able-bodied males with experience in 
handling machines were drained out of the war plants by the increasingly 

1 April 1944, p. 166, “ A War of Coal.” 

2 Orchard, John E., Japan’s Economic Position, McGraw-Hill, New York, 1930. p. 
339. 


271 



272 JAPAX’3 ECONOMY IX WAR AND RECOXSTBUCTIOX 

heavy draft call?, the Welfare Ministry poured in shop girls, students, 
Koreans, textile workers and farm workers who were unable to meet the 
militai'y’s physical requirements. One manufacturer declared, " We were 
successful in getting only o percent of our workers deferred from military 
service. We lost 1.000 skilled workers and it took 4,000 unskilled to re- 
place them.’’ ^ Another manufacturer, the Hitachi Industrial Co., stated, 
" Our techi^ians were spread too thin to be effective in maintaining 
standards.'^here was a gradual decline in the skill of our workers during 
the war until in 1944 three workers were doing the same work that one had 
done in 1940.” '* Lt. Col. Nohara, who represented the Army at manpower 
conferences with the M’elfare Ministry, remarked, self-searchingly, after 
the war: “ . . .if military efficiency had been higher, it would not have 
been necessary to take so many men away, and industry should have been 
more stubborn earlier in insisting on workers for themselves." ® 

The use of the term ‘‘ conscription” in relation to labor in Japan dur- 
ing the war had three distinct meanings. It meant draft for military ser- 
vice, assignment to industrial plants, and freezing of all workers in a “ con- 
scripted plant." Industrial conscription never involved many workers. 
It was largely used as a lever to induce voluntary readjustment from non- 
essential industries to war plants. When some conscripted workers were 
assigned to a plant, all other workers in the plant were frozen to their 
jobs for the duration. 

Overall labor planning was embodied in the yearly labor mobilization 
plans drawn up in the Cabinet Planning Board and given to the Welfare 
Ministry to implement. Total new demands for labor and replacements 
required were balanced against various sources of supply and these plans 
formed the basis for the allocation system. Growth of the labor force in 
war industries was paralleled by a sharp decline in non-essential fields such 
as commerce, textiles, etc. Commerce accounted for 16.7 percent of the 
1930 civilian labor force, manufacturing and construction for 20 percent. 
By 1944 commerce had declined to 7.5 percent and manufacturing and 
construction had risen to 30 percent. The labor force assigned to the 
category “ machinery and tools ” (including aircraft, shipbuilding, ord- 
nance, etc.) rose 105 percent between 1940 and 1944 while the labor force 
in textiles declined 52 percent. 

The mobilization of women for war work in Japan was greater than in 
the ca.?e of Germany, but far less than the strenuous effort in Britain. The 
percentage of women in the civilian labor force increased from 36 percent 
in 1930 to 39 percent in 1940 to 42 percent in 1944. Compulsory conscrip- 

S Interrogation of Tsugami, T'., Tokyo, October 17, 1945, p. 3. 

^Replies to I'SSBS Quesiioits, submitted by Hitachi Co., Tokyo, November 23, 
1943, p. 5. 

^Interrogation, Tokyo, December 20, 1946, p. 6. 
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tion of women was not resorted to beeau-^e of the traditional aversion of 
upper-class women in Japan to industrial work. However, in October 
1944 those women who were at work were frozen in their jobs. 

The mobilization of students began in a small way in 1943, under the 
jurisdiction of the Ministry of Education. In 1944 control was trans- 
ferred to the Welfare Ministry and by 194.5 over 3,000,000 students were 
assigned to war work. 

Pre-war labor organizations were destroyed during the China War 
period and replaced by several government-sponsored, employer and police- 
dominated patriotic harmony groups, which received government subsidies 
and tried to lure workers with handouts of sake, tabi, tobacco, etc. The 
Advisoiy Committee on Labor in Japan noted: 

By the end of the war, repressive measure' of the Japanese Government 
had effectively destroyed every vestige of freedom of organization and 
self-expression on the part of labor. . . .In the past, police activity was 
perhaps the most important element in Japanese labor relations. In the 
name of law and order or ‘ peace preservation ’, the police maintained such 
close suiweillance and regulation of workers that specific anti-labor legis- 
lation was largely superfluous.' 

Most of the protective legislation, such as that limiting employment of 
women and children at night and in dangerous occupations, was swept 
aside during the war. For example, ih Hokkaido women were even utilized 
as coal miners. Hours of labor for all workers increased though the in- 
crease was not marked, for hours were already quite long prior to the 
beginning of the Pacific War. In most industries only one 10- to 12-hour 
shift was worked because of the limitations of skilled workers for super- 
vision and, more important, because of the shortage of materials. 

Wages in Japan, as students of the economy are aware, are complicated 
to a point where averages for take-home pay are almost impossible to com- 
pute with any degree of accuracy. Wages are compounded of payments 
based on age, sex, years of experience, attendance, efficiency, family obliga- 
tions, profitability of the enterprise for the period, etc. The worker was 
paid more on the basis of status than for services rendered. Wages were 
frozen during the China War period and subsequently a complicated series 
of maximum and minimum wages were set for various occupations but, 
nevertheless, in general, money wages rose sharply. When deflated by an 
index of retail prices which included elements of black-market costs, it 
was apparent that real wages had fallen. 

A substantial black market developed for labor in the last year and a 
half of the war. Army, Navy, munitions plants, and governmental bodies 
biJ higher and higher rates, particularly for day laborers, until a national 
scandal developed when the metropolitan government of Tokyo offered 70 

^Filial Report of the t/jS. Advisory Committee an Labor in Japan, SCAP-GHQ, 
Tokyo, July 29, 1946, pp. 4-6. 
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yen per day for common labor to clear firebreaks'. The Army and N&vy, 
when they needed labor for airfield construction, and later for defense 
entrenchments and munition plant dispersal, simply paid whatever was 
necessary to lure labor, and added as bait, food and clothing from their 
superior stocks. As a result, even before the air-raids began, absenteeism 
rose as laborers frozen to war-plant jobs reported that they were sick and 
then went to work as day laborers at higher wages than their regular jobs 
afforded. 

Unified, centralized control over manpower was supposed in theory to 
have been lodged in the tVelfarc Ministry (Koseisho), but in practice labor 
control was spread over all the Ministries — agricultural and forestry labor 
in the Ministry of Agriculture and Foresti-y, merchant marine, communica- 
tions and railroad labor in tlie Transportation Ministry, munitions com- 
pany labor in the Munitions Ministry, ordnance and arsenal, air depot 
and defense construction project labor in the Army and Navy, labor for in- 
dustries run by the Monopoly Bureau in the Finance Ministry, workers 
for assignment to Formosa and Korea in the Home Ministry, labor for 
colonization purpose- in hlanchuria and China in the Greater East Asia 
IMinistry — coordinated only by a loose Ministerial conference system at 
the national government level. Anuy and Navy labor demands could not 
be questioned. Neither they nor the Munitions Ministry would supply 
the Welfare Ministry with production figures so that labor requirements 
might be judged more exactly, the Vice-AIinistcr of Welfare, Kameyama, 
testified.^ He aNo indicated that when the Ministry wanted to send in- 
spectors into large war plants to investigate the labor supply situation 
because it suspected that labor was being hoarded, the Munitions Ministry 
under Army pressure refused to grant iiermission on the ground that such 
plants were ‘‘ secret." Saito, chief of the Allocations Section of the Wel- 
fare Ministry, testifieil " that the Ministry’s imlicy resolved itself into one 
of giving the essential industries as many workers as possible, despite the 
fact that it knew the demands were excessive, and of cutting down as much 
as possible on the unessential industries. 

Before the war Japanese students largely chose liberal arts courses 
rather than technical programs. During the China War period the gov- 
ernment attempted to shift more students into the technical fields by add- 
ing to the number of schools and technical departments which were far too 
few in number to handle any heavy influx of students. Hours in technical 
schools were increased and the hours devoted to liberal subjects were re- 
duced. Generally, by the end of 1943 and the beginning of 1944, the com- 
mercial middle schools had been converted to technical schools and liberal 
arts courses had been eliminated. A factory training program, undertaken 

^ Interrogation Xo. 3, Tokyo. October 2. 1945. 

B Interrogation No. 384, Tokyo. November 22. 1945. 
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in 1939-40, broke down under the drainnge of skilled workers to the armed 
forces, Army and Navy insistence ui)on greater output, and owners’ re- 
luctance to sacrifice production by transferring skilled workers from super- 
vision to training. There were just not enough skilled workers to go 
around and by 1944 the training program had virtually disappeared. 

The efficiency of Japanese workers, measured in terms of output per 
worker, declined steadily throughout the war. This was due in part to 
the introduction of fewer and fewer skilled workers, to the declining supply 
of materials, and to lack of special-purpose machines. Where it was possible 
to measure efficiency in terms of levels in other countries, the output of the 
Japanese worker suffered by comparison. 

The tightest pinch in industrial labor supply seems to have been felt 
in the period of peak end-products output, about August-October 1944. 
By 1945, in terms of the decline in output, labor was in surplus supply in 
many plants though, of course, the plants did not release the labor. At 
this time, however, as Tsurusliiina, the labor expert of the JIunitions Min- 
istry expressed it, it was not a question of the number of workers, it was 
a question of the number of workers who would report for work. Ab- 
senteeism soared under the lure of higher wages, the necessity of foraging 
in the country for food, and the burden of the air raids. The adminis- 
trative control over manpower, such as it was, fell apart. The Welfare 
Ministiy discontinued all paper work, reports from local areas ceased. 
Fires destroyed not only homes, busincs,< places, police stations and gov- 
ei'nnient buildings, together witli their files and records, but streets and 
even entire districts lost identity in the flames. The police were no longer 
able to control labor. People simply disappeared and there was no way 
of knowing whether they had been killed or injured, or whether they had 
iMved to another part of the city or had fled from the city altogether, 
■Tokyo’s population fell by about four million; the police numbered 19,000 
and many of them disappeared too. At the same time there were new de- 
mands for labor. Dispersal, some clean-up and repair, defense entrench- 
ments, the pine-root oil project, courier communications, etc., all required 
allotments. At the same time the Anny and Navy demanded an additional 
1,500,000 workers. Under the circum.stances the labor situation in the 
spring of 1945 fell into chaos. ■ ' 

Such were the essential highlights of the wartime labor situation, which 
will be examined in more detail in the ensuing pages. A note of warning 
and apology must be sounded. To the general inadequacy of Japanese 
statistics, discussed in the preface, must be added a special demurrer for 
labor statistics. They arc grossly inadequate for the purposes at hand. 
The Cabinet Bureau of Statistics and the Welfare Ministiy were per- 
mitted to obtain from war plants only those figures which the Army, Navy 
and Munitions Ministry allowed. It was to the plants’ advantage to pad, 
conceal real facts, demand as much as possible, etc. The Japanese sta- 
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tisticians themselves made matters more difficult by not even attempting 
to maintain comparability. For example, the census of February 1944 
differed in many essential I'espects from the census of October 1940, and 
numerous adjustments were nece'.'ary in order to make the data at all 
usable.® In some instances statistics on plans were available but no com- 
parable data on what actually happened had been collected. Statistical 
series were discontinued at different times for ^•arying reasons. Records 
were burned, deliberately or accidentally. The Industrial Bureau of the 
Ministry of Commei'ce and Industry well summarized the situation in its 
comment: 

. . .as the compiling of the "Table ol Statistics on Factories” W'as 
suspended since 1943 due to the severity of the war. it is regrettable to 
say that for 1943 and after the presumptions had to be made as there are 
no accurate data obtainable, and also during the war, many factories were 
under the direct supervision of the Army and Navy, in forms of the muni- 
tion production plants. And those factories were placed outside the com- 
petency of this Bureau. For those above mentioned munitions production 
plants, the extreme secret policy was constrained by the military authority 
that the release of any sort of statistical data was prohibited and consid- 
erable amount of data were burned up at the time of the termination of 
the war. For those general civilian production plants which were under 
the supervision of this Bureau, the collection and compiling of the factory 
statistics during the wav were extremely difficult due to the fire damage of 
the offices by the air raids, the difficulty of communications, shortage of 
papers, etc. Due to the foregoing reasons, during the war when the very 
accurate basic data were really in need, we, on the contrary, had to go by 
presumption on almost everything.^® 

Kameyama declared that practically all tVelfare Ministry statistics 
after February 1944 were based on estimates rather than upon actual 
compilations. Mori, the chief labor statistician of the Cabinet Bureau of 
Statistics, indicated that thi.s was generally true of their data also. 

The N.atube of the Coxthols 

As a result of Japan’s affiliation with the International Labor Organi- 
zation, a Bureau of Social .Affairs was established in the Home Ministry 


®The census of 1944 showed an extraordinary drop in the number of persons 
under 20 in the labor force, compared to 1940, when just the opposite would have been 
expected. It developed that since the 1944 census was taken in February and the 
1940 census in October, many more children were in the fields helping with the harvest 
and not at school in the latter month. 

To cite another instance of difficulty, the census classified as “employer" anyone 
who had an assistant of any kind, paid or unpaid. Thus those whose wives and 
children were their only “employees" were called “employers.” 

Report on the Labor Conditions of Manujacturing Plants, Industrial Bureau, 
Ministry of Commerce & Industry, Tokyo, December 12, 194S, pp. 2-3. 
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in 1922 to handle labor matters Its functions expanded and in 1938 
the Ministiy of Welfare was established. The Bureau of Social Affairs 
was transferred to it and the Ministry was given the administration of the 
employment office system and the social insurance program. In March 
1938 a law had been passed bringing all employment agencies under State 
control and forbidding private placement work.'^ These public employ- 
ment offices were physically located in the main police stations and, during 
the war when they served as labor mobilization offices, were under police 
domination and used police sen-ices to carry out their powers. The line 
of authority of the Welfare ilinistry to the public employment or labor 
mobilization office ran through the Home Ministry to the prefectural gov- 
ernor and then either to the police chief or to the head of the labor office 
depending on the locality. Such a structure resulted from the fact that 
all of the prefectural and local personnel were appointees of the Home 
Ministry and administratively responsible to the Home Minister through 
the prefectural governors. All prefectural officials, including the governor, 
were, however, national officials. Thus the Welfare Ministry functions 
were diluted to a general planning nature since all instructions to the field 
had to be issued or approved by the Home Ministry.’® The way in which 
labor was integrated with the police function may be seen in Charts 12 
and 13. 

The National General ilobilization Law, described in Chapter 1, gave 
the government authority to (a) conscript workers provided there was no 
interference with military conscription, (b) “ cause subjects to cooperate ” 
with local, prefectural, or national agencies, (c) regulate the use, employ- 
ment, or dismissal of workers, (d) control wages and working conditions, 
(e) prevent or settle labor disputes, (f) request reports concerning the 
occupational ability and e.\perience of the general populace, and (g) order 
the compulsory training of technicians in factories, training institutions 
or schools. This was the basic enabling act for labor control. Subse- 
quent ordinances, issued under the authority of this law, covered the whole 
range of labor mobilization throughout the war. 

A brief review of the^e ordinances will serve to indicate the trend which 
mobilization followed. Among the first of the ordinances was one regu- 

’’For a thorough discussion of bbor conditions in Japan in the twenties, see 
Indusirial Labor in Japan, International Labor Office, Studies and Reports Series A 
(Industrial Relatious). Xo. 37. Geneva, 1933, 379 pp. A useful discussion in Japanese 
which carries through the thirties is “ Xippon Rodo Rippo Xo Hattcn " (The Develop- 
ment of Labor Legislation in Japan). Kyvshu Teikokii Daigakti, (September 15, 1942. 
For a very early account, see “The Labor Problem in Japan" by Miki, Shozaburo, 
unpublished manuscript in Columbia University Library, 1900. 

i®The bbor “boss,” or bbor contractor system, however, continued and as a 
matter of fact existed all through the war period. 

” Final Se-porl of the ('.S. Advisory Committee on Labor in Japan, op. cit. p. 102. 
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lating the use of technical school graduates (Gakko Sotsugyosha Shiyo 
Seigen Rei). The ordinance provided that graduates of technical schools 
had to apply to the Welfare ilinistry for jobs which were made available 
on the basis of each applicant’s particular training. The applicant had 
his choice of factory, type, and place of work, provided his choice coincided 
with the war-production programs. Employers were forbidden to hire 
technical school graduates directly. This was followed late in the year 
by another ordinance which also reflected Japan’s concern over the prob- 
lem of skilled labor, by making it necessary for employers who wished to 
hire skilled labor in 93 designated categories, and certain other school 
graduates and apprentices in these fields, to obtain permission from the 
government. 

A series of ordinances rcquirhig registrations of persons with specified 
technical abilities, beginning with one applying to doctors (Chiryo Kan- 
keisha Shokugyo Noryoku Shinkoku Rei! in August 1938, were promul- 
gated. One requiring the registration of all nationals with any technical 
ability specified by the Welfare Ministiy was promulgated in January 
1939 (Kokumin Shokugyo Noryoku Shinkoku Reil.” These registi’ation 
ordinances were then followed by the National Conscription Ordinance 
(Kokumin Choya Rei) of July 1939, which authorized the Welfare Jlin- 
istry to require registrants to take designated employment,’' Thus the 
law at first was confined to technicians only and to filling vacancies in 
government-operated factories. In 1940 the law was expanded to include 
private factories under government supervision. In November-December 
1941 both the registration ordinance and the conscription law were further 
enlarged to include all male registrants from 16 to 40, as well as unmar- 
ried women between 16 and 25 and to authorize their conscription to any 
factory designated by the Welfare Ministry.'” A further discussion of 
con.scription will follow later. There were six registrations in all until the 
beginning of the Pacific War and one every six months thereafter. 

Wage control was instituted in Alarch of 1939,” under the authority 
of the Mobilization Law. Initial wages for unskilled workers were set. 
Later this was extended to skilled workers. Industrial and mining con- 
cerns with more than fifty employees were required to give wage inform- 
ation to prefectural authorities, and the prefcctural governor was authorized 
to require changes if he saw fit. A subsequent measure pegged wages and 


'■•For details, see Mitsubishi Keizai Kenkjii Kyoku, Humpo Zaikai Josci, April 
1940, p. 10; August 1940, p. 9; and November 1940, p. IB. 

t-'The text will be found in Iwado. Z. T., “Japan’s Wartime Legislation,” 1939, 
Japan Times and Mail, Tokyo, 1940, pp. 156-71, 

t® Labor Adjustment Ordinance, No. 1063, December 7, 1941. 

” Wage Control Ordinances (Chingin Tosei Rei), Ordinance Nos. 128 and 129, 
March 31, 1939. 
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salaries at the September 18, 1939, level. This lasted from October 1939 
to October 1940, but was largely ignored and in October 1940 the gov- 
ernment enacted a basic statute upon which Japan's wartime wage control 
was based. Details will be covered later. By successive decrees, revising 
and implementing this law, a complex control system was evolved which 
had a limited enforcement. Generally, basic standards were set by the 
Welfare Ministry but within the framework of these upper and lower 
limits prefectural authorities could fix wages. 

Several ordinances designed to prevent labor turnover and labor hoard- 
ing were passed late in the China War period. A decree in November 1940 
froze “ designated ” cmplo 5 'ees to their jobs, mostly skilled workers, though 
the category was later jirogi'essively broadened. They could not leave 
their jobs without government permission, meaning permission of the local 
employment or labor mobilization office. If they left, the company had to 
notify the local police and labor office. Employers were forbidden to hire 
“ designated " employees unless govemment permission was obtained. To 
strengthen this system a “ workbook ” law, patterned after the German 
system, was established in March 1941. It applied to male technicians 
and laborers in 112 industrial, mining, transportation, etc., categories, but 
was later extended to cover virtually all labor. Workers were required to 
register age, occupation, education, salary, etc., in two notebooks, one of 
which was retained by the employer and the other by a government em- 
ployment exchange. If a worker left his job without the consent of his 
employer, the latter could retain his workbook for one year. Theoretically, 
without the workbook the worker could not obtain another job because the 
ordinance prohibited employers from hiring workers who could not pro- 
duce a workbook.'” Another ordinance of December 8, 1941, restricted the 
dismissal and retirement of workere in essential industries and plants. It 
also provided that allocation of all new primary school graduates would 
be done by the Welfare Ministry via local labor mobilization offices. 
Primary school graduates were forbidden to take jobs except by referral 
via the local labor office and thus an attempt was made to channel them 
into essential industry. Another measure in 1941 prohibited unessential 
factories, workshops and stores from hii’ing males from 12 to 40 years of 
age or females from 12 to 25, unless the staff was below 70 percent of the 
December 1939 total. Day laborers and temporary workers, however, 
were exempt. 

The first labor mobilization plan was drawn up for the 1939 fiscal year. 
Responsibility for preparing the plan rested with the Cabinet Planning 

“See “New Structure of Labor Sjstem” by Tanishima, Kiyoshi. in Jikyoku 
Joho, Tokyo, December 1940. 

“ See “ Decrees on Labor .Administration in Essential Industries,” by Kawashima, 
Takeyoshi, in Keizai Toseiho Nempo (Economic Control Law Yearbook), Tokyo, 
1042, p. 186. 
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Board, for its execution with the Welfare Jlinistry via the Home jMinistry 
and the prefectural authorities. The plan estimated Japan’s new and re- 
placement labor requirements and the som’ces from which these demands 
could be met. The initial draft was prepared by the labor section of the 
Planning Board and was then submitted to a Secretariat composed of labor 
representatives from all the interested ministries except the foreign office 
and justice. This was necessary since at the time various ministries were 
responsible for labor supply in industries under their control, as described 
previously. The Secretariat would prepare a second draft which was then 
passed on to a committee of vice-ministers of the interested ministries, 
who would make necessaiw changes and submit the plan to the Cabinet 
for approval. It would then be given to the Welfare IMinistrj' for execu- 
tion. Prior to mid-1943 the Welfare Ministry would notify each Ministry 
of its total allocation and the Ministry would then break down its allot- 
ment among its constituent control associations, which would then sub- 
divide among various companies. Allocations would then be made by the 
local labor offices to each company in its area which had authorization to 
obtain labor. With the establishment of the regional councils in mid-1943, 
as described in Chapter 2, a proposal was made to change the system some- 
what and this was done in early 1944. 

It is to be noted, however, that all the essential features of wartime 
labor control were adopted in the China War period.^ Developments in 
the Pacific War period were, in the main, extensions and modifications of 
controls that had been previously adopted, IVith the activation of the 
regional or district councils, for example, allocations were not made to 
ministries but to districts, and the district council composed of represent- 
atives of the various ministries and prefectural authorities would then break 
down the allocation among industries and companies roughly in accordance 
with the industrial breakdown suggested in the plan. While the local 
tosei kumiai were used, the larger tosei kai or national control associations 
were largely eliminated from the labor allocation procedure, although they 
retained a general function in estimating rcriuirements. Technical school 
graduates, however, were assigned at the ministerial level. Age was pretty 
well disregarded in making allocations.-* 


20 On 0 of our wartime “ intelligence “ reports, whose contents were so valuable 
that they were “ confidential ” at the time (declassified after the war), concluded, “ In 
the first period of tlie war 1937-41, very little attention was paid to labor controls.” 
An enumeration of the various labor control laws of the China War period will be 
found in the Rodo Nenkan (Labor Yearbook of Japan), Tokyo, 1942, pp. 19-20, 104-11 
and 269-71. 

2* See USSBS Interrogation of Kameyama, Seiji, Vice-Minister of Welfare, Tokyo, 
October 18, 1945; also Interrogation of Ayusawa, I., labor adviser to Oriental Econ- 
omist, Tokyo, October 11, 1945. 
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In Febniary 1942 the ortlinance on Labor Control in Essential Indus- 
tries was issued. It provided for Welfare llinistry inspection of plants 
to check on labor requirements, eligibility of workers, etc. The Army and 
Navy, however, refused to allow Welfare Ministry inspectors into the 
plants they controlled and when tlie Munitions Ministry was established 
it too refused to permit inspections of its plants by Welfare Ministry ofiS- 
cials, who did not press the issue. The ordinance also permitted suspen- 
sion of provisions of the previous laws limiting hours of work, child labor, 
night work for women, etc., and the Welfare ^Ministry was given power 
to prescribe working conditions and was given control over labor-manage- 
ment relations. The measure prescribed military organization and discipline 
for plants, including assignment of ranks to officials and workers, organiza- 
tion in “ squads ” and the salute.-- 

The earlier ordinance which attempted to prevent labor turnover was 
reinforced by another measure which provided that all hiring and firing, or 
even transfers of workers from one plant to another by the same company, 
had to funnel through the local labor mobilization office, if an essential war 
industry was involved. This was modified in 1943 to permit notification 
by the company to the labor office, of hiring or transfer, after the fact was 
accomplished, because the local labor offices had such a volume of work 
in relation to their staffs that they became bottlenecks. 

Curtailment of nonessential industries was speeded in 1943 by an 
ordinance which gave war plants authority to requisition labor from 
nonessential factories, via the local labor mobilization office. In Septem- 
ber 1943, men aged 14 to 45 were prohibited from working in 17 specified 
white-collar trades and services, such as salesmen, barbers, cooks, streetcar 
or bus conductors, etc. Busscs and streetcars were limited to one operator 
per vehicle and a permit was required to hire more than one domestic ser- 
vant. .\n order issued in March 1944 closed the theatres and this was re- 
ported to have released 35,000 to 45,000 persons in the entertainment field in 
Tokyo alone.-® In October an ordinance provided that a laborer entering a 
munitions plant under free contract could be placed in tlie status of a con- 
scripted worker and that in any plants where there wei c conscripted workem, 
all workers were frozen to tlicir jobs. 

In February 1944 the national registration was broadened to include 
all males from 12 to 60 and unmarried women and widows from 12 to 40. 
A separate registration for all scientists was provided, regardless of age.®* 
Both the student labor oidinance (No. 518) and the women’s voluntary 

22 See “ Kc.'sen-Ka no Kinvo Kami " (Labor Management in Wartime), by Hikabe, 
Asataro. Tocho Shoiv, Tokyo. March 1944, 

2SUSSBS Interrogation of Sugahara, Taro, and Ogawa, Ichiro, of the Cultural 
Division. Bureau of Information, Home Ministry. Tokyo, Xovember 7, 1945. 

24 See Oriental Economist, March 1944, p. 102. 
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labor ordinance (519) were adopted in 1944 but these will be discussed 
later. 

With the abolition of the Cabinet Planning Board and the formation of 
the Munitions Ministry, responsiblity for drawing up the Labor Mobilisa- 
tion Plan passed to the Welfare Ministry with initial review by the Total 
Mobilization Bureau of the Munitions Ministry. However, the Welfare 
Ministry had to draw up the plan without the guidance of production 
statistics, since the Munitions Ministry would not furnish them. In ad- 
dition, the blunitions Ministry would not permit inspection of plants under 
its jurisdiction by Welfare Ministry officials and made large demands for 
labor which it refused to justify otlier than to say that they were for war 
production. It would appear that the Munitions Ministry took the same 
arrogant attitude toward the Welfare Ministry as the Army and Navy took 
toward the Munitions Ministrj’. 

Pinally in early 1945, when administrative control of labor was just 
about to fall apart, a comprehensive National Labor Mobilization Law 
was passed.-’ It codified all the existing, piecemeal, scattered wartime 
labor ordinances and granted greater authority and autonomy to pre- 
fectural governors and local officials in the handling of labor matters, in 
keeping with the trend toward decentralization of governmental functions 
at the time. It also pro\-ided, (1) if the prefectural governor judged the 
food situation in hi? area to be precarious, he might transfer factory 
workers to farms for specified periods of time; (2) the establishment of a 
mobile labor corps for defense construction and dispersal projects, to be 
drawn from whatever source? cither the AVelfare Ministry or the pre- 
fectural governors might de.signate; (3) workers might not leave their jobs 
without an order from the prefectural governor; (41 subsidies and allow- 
ances for worker? who became sick or wlio were wounded as a result of 
war work, and death benefit- for the families of tho=e who were killed by 
air raids while at work. While the law was a long-needed codification, it 
served remarkably little purpose coming at the time it did. 

The one underlying purpose of the legislation reviewed was to channel 
workers into the war industries and keep them there. To the extent that 
part of the legislation was repetitious, it was an indication of poor admin- 
istration. If one measure did not work, a traditional Japanese solution 
was to put another statute on the books. However, to a considerable 
degree the basic purpose wa? achieved — to what extent quantitatively, 
subsequent pages may reveal. 

The Labor “ Front " 

The union movement in Japan had never been very strong. This was 
partly due to the fact that labor encountered long periods of suppression 


25 Ordinance No. 94, Tokj'o, March 6, 1913. 
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from time to time. For e-icaniple, as a result of the depression of 1900 and 
the police law for the preservation of peace (No. 17) of that year, the 
labor movement disappeared for some ten years.-® Another factor was, 
of course, the proportionately low degree of industrialization. In the 
early thirties, however, the labor movement grew and the peak came in 
the last pre-war year, 1936, as the following table indicates.®^ 


Labor Uxioxs ix Japax (1930-45) 
(End of each year) 


Year 

;Vo. of Vnions 

Members 

Members a« Percent 
of Total Workers 

1930 

712 

354,312 

7.5 

1931 

818 

368,975 

7.9 

1932 

932 

377,625 

73 

1933 

942 

384,613 

7.5 

1934 

965 

387.964 

6.7 

1935 

993 

408,662 

6.9 

1936 

973 

420.589 

6.9 

1937 

837 

359,290 

62 

1938 

731 

375,191 

53 

1939 

517 

365,804 

9.455 

5.3 

1940 

49 

0.1 

1941 

11 

895 

0 

1942 

3 

111 

0 

1943 

3 

155 

0 

1944 

3 

155 

0 

1945 ♦ 

0 

0 

0 

♦ End of June. 





The disintegration of the Japanese labor movement in 1939-40 was the 
result of government sponsorship of the Dai Nippon Sangyo Hokoku Kai 
(Great Japan Patriotic Industrial Association). The following is an in- 
teresting Japanese account of the atmosphere at the time: 

The thoughts of the Army in regard to unions generally tended in the 
following directions. 

1. Since the government employees [civilian employees of army arsen- 
als, ordnance plants, aircraft plants subsidized by the government, etc.) 
were employed under the tenets of the military command system it would 
be difficult to recognize any contrai'y movements. In other words it was 
contended that any organization of workers under a free contract system 
should, as a military unit, be governed by the military command system. 

2. In general there should not be created in industry opposition between 
capital and labor. Capital and labor becoming sincerely united should 
contribute mutually to the betterment of industry, the greater loving the 
lesser, and the lesser respecting the greater. Therefore it was felt that 
any organization of worker.® into groups was improper. 

®®See Waga Kiiiii .Vo Hodo Vndo (The Labor Morement m Japan), by Mitsu 
Kohno, MP, member of the Central Executive Committee of the Social Mass Party, 
Tokyo, February 1938, p. H, A post-war account is “ History of the Labor Movement 
in Japan ”, by Ivafaui'a, I.. Fodo Mondai Kenkyu, Tokyo, October 8, 1946. 

2" Source is Ministry of tVelfaiv as given in Oriental Economist, February IS, 1947, 
p. 112, The Japan Yearbook, WiS-U, gives a different figure for 1940. It places the 
number of unions at 428 with a membership of 184,004 (see p. 630). 
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Such thoughts as the above formed the main current of opinion and 
consequently unions were simultaneously disbanded after 1937. Moreover 
orders were given that every person intending to take up work in war in- 
dustries should disassociate himself from any union.-’’ 

The official lore of " the service-to-tlie-ttate-through-industry-move- 
ment " records that the idea originated in early 1938 with the Kyocho Kai 
(Society for Cooperation and Concordia).-’* A chronology of the move- 
ment would, over the short period of eleven months, run somewhat as 
follows: 

1937 — Oct.: Aiehi Prefectural office presents plan for harmony between 
capital and labor, as war emergency measure. 

1938— Jan.: Tokyo Metropolitan Police advise industry to hold con- 
ferences to develop program, similar to Aiehi prefecture, to promote capital- 
labor harmony. 

1938 — Feb.: Committee for Emergency Study of Labor-Capital Har- 
mony established by Kyocho Kai. 

1938— April: "Outline of ^Measure to Harmonize Capital and Labor," 
presented by Kyocho Kai to the government. 

1938 — June: In accordance with proirosal. the Sangyo Hokoku Reramei 
is established (Patriotic Industry Association or League-for-Service-to- 
the-State-Through-Industry) . 

1938 — July: First subsidiary formed at Ishikawajima Shipbuilding 
A'ard. 

1938 — ^Aug.: Letters asking that Hokoku Kai be organized at each 
plant, sent out in the names of both vice-ministers of Welfare and Home 
Affairs. 

Thus did the patriotic wartime -pirit of the Japanese workers spontan- 
eously manifest itself. 

Through a government subsidy of 22 million yen annually and very low 
dues, the overall national organization, the Dai Nippon Sangyo Hokoku 
Kai, was able to establish branches in every major plant, and regional 
associations in each prefecture and in each large town. The prefectural 
governor was head of the regional association in his area and the chief of 
police of the town association.** 

In addition, the Economist noted: 

The membership of a unit industrial national service association com- 
prises all those engaged at the factory, workshop or mine, as the case may 
be, from the chief director down to the youngest worker, with the chief 
director in each case serving as chairman of the association.®' 


** The Labor Silualion and the Army, by Col. Sato. War Jlinistry Liaison Oifleer 
with USSBS, Tokyo, November 22, 1945. p. 8. 

** One could not call this a " lunatic fringe " organization because there were too 
many of them in Japan. 

so Nippon Times, September 8, 1945, p. 3. 

Sr “ Industrial National Service Movement,’’ Oriental Economist, June 1943, pp. 
261-62. 
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So gi’eat was worker enthusiasm for this kind of organization in preference 
to the un-Japanese trade union that it developed widely and rapidly. 
Agricultural workers found themselves joining the Nogyo (Farm) Hokoku 
Kai; commercial workers were supplied with membership cards in the 
Shogyo (Commerce) Hokoku Kai; seamen and maritime workers had their 
Nippon Kaiun (Shipping) ; the Kokuyu Tetsudo Hokoku Kai (State Rail- 
way Service Association) was formed in April 1941, the Teishin (Com- 
munications) Hokokudan in May 1941, and the Kaigun (Navy workers) 
Hokokudan in February 1942. In 1942 all these organizations became 
affiliated with the IRAA (Imperial Rule Assistance Association). The 
last of the associations to be formed was the Dai Nippon Romu Hokoku 
Kai, which attempted to control day laborers, a group which prior to the 
war had been looked down upon as the lowest rung of the industrial 
ladder, but which during the war came into great demand and obtained 
money wages which in many ca'es exceeded those paid to regular factory 
workers. Japan had the greatest difficulty in controlling the allocation of 
day labor during the war years and it was in this type of labor that the 
most substantial black market developed. The Romu Hokoku Kai was 
one attempt at increasing control in this field. 

Membership in the Sangyo Hokoku Kai in .4pril 1940 was placed at 
the following; 


Field No.olAisocmlions Memberehip 

Manufacturing 26,465 23??, 211 

Mining 827 415.032 

Transportation 784 124.936 

Others 552 87,869 

Total 28,628 3305,048 


By June 1943 membership is estimated to have reached 5,815,473. 
Membership did not increase significantly thereafter, the total at the be- 
ginning of 1945 being e.stimated at 6,400,000. Membership in the Romu 
Hokoku Kai was estimated at two million. The movement was very weak 
in agriculture and strongest in the large industrial plants. Workers were 
compelled to attend meetings from time to time to listen to inspirational 
talks by patriotic and control society or government officials. Reward for 
attendance was a ration of beer or sake. Publications, such as Chikara 
(Power), were used for propaganda purposes to stimulate greater pro- 
ductivity, etc. Paternalistically, some of the larger plants provided locals 
with recreation rooms or canteens. Extra rations of tabi, tobacco, work 
clothes, etc., were issued through the plant locals. Commendations, awards 
and medals were distributed. Artificial limbs were provided for industrial 
casualties, condolence calls paid to bereaved families, funeral delegations 

From “ Service-to-the-Slate-Through-Induatiy-Movemeut Is Expanding,” by Ma- 
chida, Talsiijiro, Tosei Keizoi. Tok.vo, November 1940. 
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supplied. One of the functions was described as " maintenance of dis- 
cipline in working places.” The main function was “ diffusion of patriotic 
spirit in industry.” This, it was explained, could best be manifested by 
not complaining too much, by not staying away from work too often and 
by speeding up production and increasing output.-^ 

The town and prefectural branches were largely instrumentalities for 
police control. The suppression of dangerous thought and of trade unions 
had long been a major function of tlie Japanese police. Gantaro Suehiro, 
professor of law at the Tokyo Imperial University and a member of the 
Board of Wage Control, declared: “ On one pretext or another police would 
break up a union and in its place install a factory association which the 
police themselves would control. Individual union initiative was com- 
pletely stifled.” ’■* 

There was a ” Thought Section ” in the Criminal Affairs Bureau of the 
Justice Ministiy and a Special Higher Police in the Home Ministry. The 
Cabinet had a subsidiary " Surveillance Commission.” In large urban 
areas, such as Tok 3 ’o, the police had tremendous power in the admin- 
istration of every labor ordinance. The Metropolitan Police Board of 
Tokyo carried out its many labor duties through a Special Higher Police 
Division (Tokubetsu-Koto-Keisatsu-Bu) and a Labor Division (Kinro- 
Bul. The details of the organization of the labor division of the Osaka 
police office were shown in Charts 12 and 13. The Advi«ory Committee 
to SCAP effectively summed up the situation in the statement that: 

At the time of surrender there were no genuine democratic workers’ 
organizations in existence in Japan. As the result of a system of oppres- 
sive legislation and police and militaiy repression perfected under the 
“ Dangerous Thought ” and the “ National Mobilization ” acts, there were 
no means for the Japanese laborer® to express their needs or wishes on 
matters that affected them intimately. They were effectively denied the 
rights of assembly, speech, unionization, protest, collective bargaining and 
strike. All pre-war labor leaders had been killed, imprisoned, exiled or 
silenced. Two “ labor front ” or “ patriotic ” organizations effectively in- 
cluded and controlled all industrial and casual labor,“ 


®5See Senji Rodo Xanri (tVartirae Labor Managemenf), written and published 
by Dai Nippon Sangyo Hokoku Kai, Tokyo. February 1943. (Now available in Japan 
Section, Orientalia Division, Library of Congress.) See also “ Mission of the Indus- 
trial Patriotic Movement.” by Fukagawa. Masao, of the Dai Nippon Sangyo Hokoku 
Kai, Tairiku, Tokyo, March 1941. 

®4USSBS Interrogation No. 13, Tokyo, October 8, 1945. 

*SFrom Appendix A, “First Interim Report on Treatment of Workers’ Organi- 
zations in Japan Since the Surrender, Tokyo, June 30, 1946,” in Final Report oj the 
Advisory Committee on Labor in Japan, op. cit, p. A-1. 
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Population, Chilian Labor and Armed Force's'"' 

Table 33 presents the basic oAeiall figuiet foi population, the labor 
force and the raihtaiy e'-tabli'-hment Total population, (including armed 
forces) incieascd 13 peicent oiei the decade 1930-40 and then rose an 
additional 5 peicent betiieen 1940 and 1944^^ The aimed forces grew 
from 0 7 pci cent of the male population in 1930 to 4 pei cent in 1940 and 
then to 10 percent in 1944 By May of contia't, Gennan mobilization 
absorbed 3 6 peicent of its male population m May 1939 and 28 peicent 
in May 1943 It should be noted, honeiei, that Japanese mobilization M'aa 
stepped up shaiply duiing the ycai and a half following the 1944 (Feb- 
ruaiy) census This ma> be -een fiom the following figuies 

SI In now of fhc statistic il limitations dcsciibed pailiei md otheis to be indicated 
in subsequent injtes the st^tl^tlcal mateiiil piescnted in this ind following sections 
should be legaidcd meiely is lough ippio\imitions whiih mn sene as a basis for 
geneializations and as indicatois of tiend' lathci than is piecise measiiiements 

As a fuilhei mdieitiop of the kind of impossible and changing classification of 
Japanese census diti the lollowing note to thou long conipihtion of ‘emploiment 
in offices and shops ’ is cited 

"Notes about the figuies of liboieis m ‘Offices shop' etc in 1941 and 1942, 
and in ‘Offices Shop' etc of ill indiistiies’ in 1944 

" I The scope of the cam inj of office' 'hops in 1941 md 1942 was limited to 
those offices and shops in which at the date of the cam i" ten oi more such specific 
laboieis Is silesmen shopgirls guaid' watchei' sweepeis sen ant', office bojs, typists, 
telephone opciatois etc— namely those laboicis not occupied m piimaiily productiae 
piocesscs— weic omplovcd but once offices oi <-hop' were decided to be camassed, 
all the laboieis there weie to be counted, therefore m the tables of 'offices shops, 
m both jeais not mcon'ideiable numbers of laborers were counted 

“ 2 The ‘ offices shops etc of all mdu'tiies in 1944 were all othei establishments 
besides factoiie' mines comniunication' and tiaffics in which one or more persons 
weie employed theiefoie among the emploaees of these P'l ibli'hraents nie to be 
counted naturally laboiei' of \ iiioiis kmds such as fiimeis fisheimen motor car 
diiaers telephone opeiatoi' salesmen and women sen ant' eti 
The data aie, of couise completely imusable 

Souice Cabinet Bureau of St ilistic' — ^“C Employment ba Categoiies—1 Indus- 
trial employment by tape d Office- shops etc Tokyo June 1944 Foi a detailed 
description and enumeration in liboi statistics in Japan «ee Skoua Ju Ku Nen Nenji 
Kmro Take! Clwia Teiyo (Liboi Stitistics Ina e-tigaf ion Manual) Naikaku Tokei 
Kyoku (Cabinet Biiieaii of Statistics), Tokao Febniara 1944 

The aagaiies of Japanc-e statisficil definition led dilleient anilysts to diffeient 
conclusions on caen such a long—landing object of census eniimeiation as population 
SCAP statisticians m a study of Japanese populition changes dechicd “ The estimated 
increase of nearly two million pel son- m the ciailian population of Japan proper from 
1940-1944, in spite of the henaa emigiation duiing the eaily pait of the period and 
military mobilization, was due to rapid natuial mciease ' See Summation oj Non- 
Mihlary Actiuities m Japan, Tokyo, Vol 8, May 1946 p 226 On the other hand 
Cole concluded “The absolute inciea-e of population resident in Japan proper may 
have been curtailed to appioaimately 382,000 for the peiiod 1940-4S as compared with 
growth by more than 4000000 between 1935 and 1940 ’ "Population Changes in 
Japan,” by Allan B Cole Fai Eadetn Swvey, May 22 1946, p 149 
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Active Strength of Japanese Ahmed Forces 
(in thousands) 


End oj Year Total Army Navy 

1937 834 500 134 

1941 2411 2100 311 

1942 2829 2400 429 

1943 3808 3100 70S 

1944 3365 4100 1265 

1945* 7193 5500 1693 


* August 1945. 

At the end of 1943 the draft age was lowered to 19. While all male 
Japanese from the age of 17 to 40 were subject to railitai-y conscription, it 
had been the practice to postpone active service until 20. At the end of 
1943 the upper age limit for service was raised from 40 to 45. In ad- 
dition, medical standards were relaxed. Japan drafted more men in 1944 
than in the previous two years of war with the U.S. She drafted one and 
a fifth times as many in the first seven months of 1945 as in 1944. From 
the beginning of 1944 until the end of the war, Japan drafted more men 
(3,385,000) than she had from 1937 through the end of 1943 (3,174,000). 

TABLE 33 


Population and Labor Force, J.apan Proper, 1930, 1940 and 1944 
(in tbousDuds) 



Ocl.l.tm 


Feb. gi, 1944 

Total Population!' 

61.430 

73,114 

77,044 

Male 

32.390 

36,566 

38,605 

Female 

32,060 

36,548 

33.439 

Total Labor Force 

29,620 

34.177 

37,407 

Male 

19.(B0 

21,424 

23,395 

Female 

10j90 

12,753 

14,012 

Armed Forces 

243 

1,694 

3.980 

Civilian Population 

64207 

71,420 

73,064 

Civilian Labor Force . . . 

29.377 

32.483 

33.427 

Male 

18,787 

19.730 

19,415 

Female 

10590 

12,733 

14,012 


" The third coluiuu is the result of an adjustment of Chilian labor force totals. The 
civilian labor force data for February 22, 1944, hav'e been adjusted because of a down- 
ward bias inherent in the original census ccmpilations. This bias was age connected. 
The Japanese Census showed an extraordinary drop from 1940 to 1944 in the number 
of males and females under age 20 in the labor force and a corresponding increase in 
the unoccupied. This shift was contrary to what ivould have been expected on the 
basis of an examination of the other age groups. Furthermore, an actual increase of the 
numbers occupied in these ages would have been expected since mobilization of students 
for factory and farm work on a part-time basis, and of other youths on a full-time 
basis, had been undei-way prior to 1944. The disparity of the figures is apparently con- 
nected with the date of the census (the 1944 census having been taken in February, 
whereas the censuses of 1930 and 1940 were taken in October). Japanese officials of- 
fered as an explanation the fact that graduation from school and subsequent enrollment 
in the labor force takes place each year after February but before October. The adjust- 
ment in the size of the labor force appearing in the third column has been computed 
by taking the labor force participation of youths aged 10 to 14 and 15 to 19 in 1940 and 
applying this pattern to the population of the same age groups in 1944. This is con- 
sidered to be a conserA’ative, minimum adjustment. 

Includes armed forces. 

Source : Cabinet Bureau of Statistics. 
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It was small wonder therefore that an outcry arose from industry during 
1944 that production could not continue if able-bodied and skilled men 
continued to be taken in such numbers. At the end of the war, however, 
Japan, with roughly the .'ame male population as Germany, had dratted 
only half as many men for the armed forces, but she had also suffered 
only one-eighth of Germany's manpower lo'^ses."'* 

Over the entire period from 1930 to 1944 the total labor force rose by 
about eight million, allowing four million for the armed forces and four 
million for an increase in the civilian labor force. Total labor force was 
45 percent of total population in 1930, 46 percent in 1940 and 48 percent 
in 1944. Thus it is ajiparent that the Japanese war effort, until February 
1944 at least, imposed no gi'eat strain upon the total manpower situation, 
for there was no material reduction of the unoccupied portion of the total 
population. Numerically, there was an actual increase in the unoccupied, 
from 34,830,000 in 1930 to 39,637,000 in early 1944. Even if the popula- 
tion figure is too large and the size of the armed forces was understated 
by the Army, there is such a large margin of safety, that it appears to be 
logical to conclude that the Japanese had not really drawn their manpower 
belt tightly at all. To be sure there had been shifts within the civilian 
labor force, as we shall see later, but the real pinch seems to have come 
during the last year and a half of the war. During this post-census period 
the population did not increase materially but over three million men were 
added to the armed forces and the Labor Bureau of the lYclfare Ministry 
estimated that the civilian labor force rose 900,000 between March 1944 
and March 1945."® Thus some 4,000,000 persons who were not working 
or in the armed forces when the Feburary 1944 census was taken had to 
be drawTi into the labor force in the ensuing year and a half.’*® Unfor- 
tunately only estimates and guesses are available as to the sources from 
which they were drawn. 

The civilian labor force rose by three million over the 1930-40 decade 
and then by another million during the period to February 1944. In con- 
trast, the German civilian labor force fell from 39,114,000 in 1939 to 28,- 
432,000 in 1944. However, since the Germans resorted to use of larger 
and larger numbers of foreign workers and prisoners of -war— the figure 
rose from 301,000 in 1939 to 7,487,000 in 1944 — the total civilian labor 
really declined 3.5 million. As we shall see later, the Japanese use of 


ssgome 510,000 Japanese were killed in aetioii or died from wounds or sickness 
during the Pacific War. Nippon Times, Tokyo, September 7, 1945, p. 1. 

30 The “intelligence" report on labor supply in Japan, cited in footnote 20, de- 
clared, “it is evident that 1942 and 1943 were the years when labor was most in 
demand.” 

*0 Estimates of Changes in Number of Workers in Select Fields, March 11)44- 
March 194S, Labor Bureau, Welfare Ministry, Tokyo, September 1945. 
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“ foreigners ” (including Koreans) and prisoners of war was relatively 
small. The ratio of civilian labor force to civilian population remained 
constant at 45 percent in 1930, 1940 and 1944, another indication that 
there was no really intensive labor effort prior to 1944. 

Women’s share of the civilian labor force rose from 35 percent in 1930 
to 39 percent in 1940 and then to 42 percent in 1944. As is shown in 
Table 34, the numerical increase amounted to a little more than two mil- 


TABLE 34 


Percentage DisTHieriioN of Civilian Labor Force by Sex and Activity, 


h 

Civilian Labor Force . 
Apiculture & Forestry 

Fishing 

Mining 

Mfg. & Constr 

Commerce 

Transp. & Communic'n 
Gov’t & Professional . 

Domestric Svce 

Miscellaneous 


J.ip.ix Peopek, 1930, 


Pel. 1,1930 


o 

O 

*3 

V. 

"C 

o 

3 

fe. 

100.0 

100.0 

100.0 

48.1 

41.2 

60.4 

1.9 

27 

A 

1.1 

1.5 

.4 

20.0 

236 

13.7 

16.7 

18.1 

14.1 

32 

4.8 

.4 

6.0 

73 

3.7 

2.7 

.5 

6.7 

.3 


.1 


1940 .CSD 1944 


Oct. 1,1940 
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100.0 

100.0 

42.6 

335 

56.6 

1.7 

2.4 

.5 

15 

2.7 

.6 

25.0 

315 

155 

15.0 

15.2 

14.7 

45 

6.2 

1.2 

65 

7.7 

53 

22 

.2 

55 

.7 

5 

5 


Fcb.n,im 


5 

*0 

"c 



IS 

It. 

100.0 

100.0 

100.0 

42.2 

305 

59.0 

15 

2.1 

5 

25 

3.7 

ID 

30.0 

395 

175 

75 

6.1 

95 

5.2 

75 

25 

0.2 

105 

75 

15 

5 

3.1 

.4 

.4 

.4 


Source; Labor Bureau. Ministry of Welfare. 


lion during the decade and to an additional million and a quarter in the 
ensuing four years. According to estimates of the Welfare Ministry, in 
the year from March 1944 to ilarch 1945 another 1.4 million women were 
added to the civilian labor force.^^ This is in marked contrast to the 
German experience. The number of German women in the civilian labor 
force increased only slightly from 14.6 in 1939 to 14.9 million in 1944. There 
was also considerable difference between the trend of Japanese and German 
males in their respective civilian labor forces. The number of Japanese 
males remained almost the same between 1940 and 1944 while German males 
in the civilian labor force fell from 24.4 to 13.5 million between 1939 and 
1944. According to ilinistry of Welfare estimates, there was a net decline 
of males in the Japanese civilian labor force of only 500,000 between March 
1944 and March 1945. They reported 3,244,300 males leaving the civilian 
labor force over the period and 2,715,700 entering it. The impact of this 
sudden turnover upon Japanese industry, which was struggling to reach peak 
production at the time, must have had some limiting influence. Able-bodied 
men with some acquaintance with machines were drawn off and very young 


However, the national registrations of February and November 1944 and May 
1945, which covered unmarried women between 12 and 39, showed an increase be- 
tween February and November of only 370,000, and then a decline of 290,000 by May, 
in the civilian labor force. 
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or older men with little =kill were substituted. Some indication of this 
developing trend may be seen from the following figures. Unfortunately, 
an age breakdown of the civilian labor force after February is not available 
and the statistics for those under 20 in the February 1944 census were in- 
adequate, as described previously. 

Malis IX THE Civilian Labok Fobce 
(in thousands) 


Age Group 1930 1940 1944 

20-39 8,938 8,669 7,452 

40 and over 7.004 7,813 8,550 


Occupational Breakdown 

The next step in the study of Japan’s wartime labor mobilization is an 
analysis of the occupational breakdown of the civilian labor force. This 
is presented in Table 34. The labor force in agriculture declined from 48 
percent of the total in 1930 to 42.6 percent in 1940 and then decreased 
slightly to 42.2 percent at the time of the February 22, 1944 census. The 
relatively slight decline during 1940-44 was due to deliberate government 
policy. The Agricultural Control Law of December 21, 1941, indicated 
the government's alarm at the migration from farm to factory and de- 
clared that in view of the need for foodstuffs it would be a general policy 
to maintain 40 percent of the population on farms.'*- Of course, there was 
a considerable change in the composition of the agricultural labor force 
both in age and sex but overall numbers were maintained for the most part. 
As a matter of fact, some evidence available indicates that the labor force 
in agriculture and forestry actually increased for a time after February 
1944. The national registration held on November 1, 1944, while present- 
ing only an incomplete picture since it covered men from 12 to 59 and only 
unmarried women between 12 and 39, showed an increase from 5.9 mil- 
lion workers in agriculture and forestry on February 22 to 6.1 million on 
November 1. Males had decreased, w'omen had increased. The Welfare 
Ministry estimate covering the period March 1944-March 1945 indicated 
a rise of 700,000 in the labor force in agriculture and fishing, of which in- 
crease women constituted 600,000 and males 100,000. This is possible since 
the urban evacuations started prior to March and it is known that the 
government attempted to increase farm employment at the beginning of 
1945 in view of the grave food situation.^’ 

See Kinro Seisaku No Hatten (The Development of Labor Policy), by Toyo- 
hara, Matao, and Ishihaia, Yoshige, Tokyo, August 1914, p. 69. 

^aThe Ministry of Agriculture and Forestry officials, however, claimed that there 
was a net decrease between February 1944 and February 1945 of 873,000. This esti- 
mate will be presented later. Since it made no provision for women who went to 
work full-time in the fields when their husbands were drafted, it is not wholly reliable. 
Ministry of liVelfare officials who estimated a 600,000 increase in women in the agri- 
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The largest increase in the labor force occurred, as was to be expected, 
in the category “ manufacturing and construction.” Labor force in this 
category rose from 20 percent in 1930 to 30 percent in 1944. In contrast 
to agriculture where males declined from 55 percent of the total labor force 
in 1930 to 42 percent in 1944, males in manufacturing and construction con- 
stituted 75 percent of the labor force in 1930 and 76 percent in 1944, as is 
shown in Table 35. 


T.ABLE S5 

Percent.we Dlstributiox of Maies and Femalcs in Civiuas Labor Force 


BY AcnriTY, J.AP.Ax Propi.r 

Ocl.t, im OclJ,lB40 Feb.SSJSU 




q. 







Total 

Male 

e 

Total 

Male 

B 

s 

Total 

Male 



Civilian Labor Force 

100.0 

64.0 

36A 

100.0 

60.7 

39.3 

100.0 

58.2 

41.8 

Agriculture & ForestiT 

100.0 

54.7 

453 

100.0 

473 

52.2 

100.0 

416 

58.4 

Fishing 

100.0 

90.7 

93 

100.0 

87.7 

123 

100.0 

81.9 

18.1 

Mining 

100.0 

85.8 

143 

100.0 

88.5 

116 

100.0 

84.6 

15.4 

Mfg. & Construction 

100.0 

75.4 

246 

100.0 

76.0 

24.0 

100.0 

763 

23.7 

Commerce 

100.0 

69.4 

306 

100.0 

61.6 

38.4 

100.0 

47.7 

52.3 

Transp. k Communication^ . 

100.0 

96.0 

4.0 

100.0 

89.0 

11.0 

100.0 

83.9 

16.1 

Government & Profe.-xional . 

100.0 

77.7 

223 

100.0 

69.0 

31.0 

100.0 

653 

34.7 

Domestic Service 

100.0 

11.5 

886 

100.0 

56 

94.5 

100.0 

123 

87.7 

Miscellaneous 100.0 90.1 9.9 

Source: Labor Buraau. Ministiy of IVelfare. 

100.0 

706 

29.4 

100.0 

55.7 

443 


Sharp declines were registered in commerce and domestic service. 
Scarcity of commodities, the government enterprise consolidation and 
policy company distribution programs, as well as the drive against un- 
essential activities, resulted in more than a 50 percent decline in employ- 
ment in commerce between 1940 and 1944. In absolute numbers, employ- 
ment declined by more than 2.5 million as these workers were channeled 
into manufacturing by government pressure and direction. The national 
registration in Jfovember 1944 indicated a further decline from February 
1944 of 450,000 and another 350,000 by iXIay 1945, while the Ministry of 
Welfare estimates placed the decline between klarch 1944 and March 1945 
at 600,000. Of the workers remaining in thL, field in 1944 women con- 
stituted 52 percent as compared with only 30 percent in 1930. 

There were 100,000 fewer domestic servants in 1940 than in 1930 and 
an additional 230,000 were eliminated by February 1944, but it was an 
indication of both the importance of privilege in Japan and the weakness 
of the labor mobilization at that time that there were still 600,000 domestic 

cultural labor force declared that the MinUtry of Agriculture had always distorted its 
labor statistics to pin a greater labor allocation for agriculture. On the other hand, 
the military draft in early 1945 did. according to widespread testimony, take much of 
the remaining available manpower of draft age from the farms and the quality of the 
remaining labor force fell. 
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servants at the latter date. The Welfare Ministiy estimated that another 
160,000 were eliminated by IMarch 1946. 

The rise in the government and professional category occurred despite 
periodic announcements that the >ize of the hiireaucraey would be reduced. 
The increasing degree of govemment regulation of every phase of economic 
activity nullified the pronouncements, however, and the number of gov- 
ernment and professional workers rose from 1.7 million in 1930 to 2.1 mil- 
lion in 1940 to 2.9 million in 1944. The Welfare Ministiy, however, placed 
the decline over the ensuing year at 400,000. While the proportion of 
women in this category did increase somewhat as is shown in Table 35, 
the failure to increase much more was due to the traditional subordination 
of women in Japanese public life. Most of the work of the labor mobiliza- 
tion offices, for example, could have been handled by women, but none were 
employed except as typist-clerks. 

Such were the essential overall shifts in the composition of the civilian 
labor force. It remain; to examine in more detail the changes in com- 
liosition and in assignment of the labor force in agriculture and in manu- 
facturing. 


Labor in AGBicuimuRE 

IVhile Welfare Ministry and Agriculture Ministry officials disagi’eed on 
the trend of the agricultural labor force after February 1944, there was 
agreement on the fact that in quality terms, at least, there was a definite 
decline. Even prior to that time, as the census data in Table 36 indicate, 

TABLE 36 

Japanese Agrictltchxl L.\B(m Fotce by Acb Groups and Sex, 

Japan Proper, 1930, 1940 and 1944 


mo mo 1944 



Male. 

Fvmalc 

Male 

Fonnlc 

Male 

Female 

6-U 

185.017 

185.439 

124,021 

142.766 

115.030 

132300 

15-19 

983,112 

800.085 

779,113 

834.163 

576.304 

825,708 

20-24 

767,115 

761,490 

388324 

783.687 

251.461 

963.856 

25-29 

756.801 

727.683 

527345 

761.209 

312.992 

797,236 

30-34 

716,170 

693.328 

581.494 

735.160 

404.972 

821.216 

35-39 

674,420 

633.859 

631345 

738,917 

533.223 

783,416 

40-44 

672.431 

615.039 

636.161 

702,818 

639.614 

780316 

45-49 

677,873 

393,540 

608347 

635303 

632.900 

724,248 

50-64 

698,213 

534.286 

606.619 

596,200 

596.905 

623,466 

55-59 

573,374 

380.660 

580.373 

519.841 

583.403 

564.062 

60 & over . . 

. 1.030,332 

470.758 

1.153.736 

772,634 

1.023372 

890.879 

Total . . 

. 7.734,858 

6396,167 

6.618378 

7, 223, ins 

5.669316 

7,707.153 


SoiiiTo: Libor Bureau — Mini-*(vy of IVelfore. 


there was a marked reduction in able-bodied males between the ages of 
15 and 40 on the farms. The number fell from 3.8 million in 1930 to 2.9 
million in 1940 to 2.0 million in 1944. Male workers between 15 and 60 
on the farms totaled 4.5 million in 1944 while the number of farm house- 
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holds was reported at 5.6 million the same year.^^ Thus there were 1.1 
million fann households in 1944 which lacked a male worker between 
15 and 60, and this was intensified in the ne.\t year and a half by further 
army drainage of manpower. The percentage of women in the agricultural 
labor force rose from 45 in 1630 to 52 in 1940 and then to 58 in 1944. 

The 8.5 percent decline in cultivated acreage between 1940 and 1944, 
which accompanied the 4 percent decline in the agricultural labor force, 
was partly due to the decline in able-bodied males in agriculture but al.=o 
to the use of arable land for airfields, military camps, training and testing 
grounds, and new industrial plants and workers’ barracks. The Agricul- 
ture Ministiy claimed that the drainage of farm labor to industry con- 
tinued in addition to military conscription in spite of the freezing provisions 
of the Agricultural Control Act.^^ and submitted the following figures on 
the estimated movement of farm labor to industry; 

Estimated Movement of F.aum L.abor to Industry 
July 1937 lo Febbu.vry 1944 


Period 

Men 

iromen 

Total 

July 1937 to Aug. 1939 .... 

... 310,000 

130,000 

440,000 

Aug. 1939 to Feb. 1940 .... 

... 200.000 

100.000 

300,000 

Feb. 1940 to Feb. 1941 .... 

. . . 250,000 

90.000 

340,000 

Feb. 1941 to Feb. 1942 ... . 

... 220.000 

110,000 

330,000 

Feb. 1942 to Feb. 1943 .... 

... 240.000 

140,000 

380,000 

Feb. 1943 to Feb. 1944 

... 100.000 

80,000 

180,000 


Source: Ministiy of AgriciiKui'e and Forcstiy. 

Unfortunately thei'e is no other ^tuti^tical material available on this 
subject nor are there adequate statistical data to show jirecisely the 
number of agricultural workers drafted into the armed forces. In a study 
conducted in January 1945. the Alinistn' of Agriculture and Commerce 
estimated that approximately 2.780,000 men were conscripted from rural 
villages during the war, of whom about 1.500,000 were engaged in farm- 
ing.‘‘“ War Ministry records on this subject were burned by the Japanese 
immediately after surrender but they estimated that of the 19- and 20- 
year-olds conscripted in 1944, about 18 percent were drawn from agricul- 
ture, 48 percent from industry, 13 percent from communications and 
transportation, etc. For the entire Pacific War period they estimated that 
43 percent of military recruits were drawn from industry, 23 percent from 

Fann Tenancy in Japan, SCAP-GHQ. Natural Resources Section. Report Xo. 
79, Tokyo. 1947, Apjicnrlix Tabic 1. p. 47. 

■••’The ordinance passed in December 1941 provided that in view of the previous 
alarming drift away from the farms and because of ivartime need for foodstuffs a 
general policy of maintaining 40 percent of the population on farms was to be fol- 
lowed. 

Summarized in AgricuUural Labor and Foorl'Produclhn in Japan, Ministry of 
Agriculture and Forestry, Tokyo. November 1945, p. 7. 
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agriculture, 8 percent from communications and transportation, and 26 
percent from commerce, government and the professions, etc. If these esti- 
mates are even reasonably correct it would indicate that agriculture suf- 
fered far less loss of able-bodied manpower than industry. 

The national registration, which provided only partial co\-erage, showed 
the following registrants in agriculture: 

Total Male Female 


Feb. 1944 5.992.375 4,403.521 1589,054 

Nov. 1944 fi.130.197 4,362,367 1,767,830 

May 1945 5.907.569 4,035,452 1,872,117 


Some compensatory gain came to agriculture as a result of workers (and 
their familiesl, who were attached to new war plants established in rural 
areas, attempting to grow their own food. The 8 percent increase in fann 
tenancy during the war has been attributed in large part to this tendency.*' 
This increase in tenancy kept the reduction in cultivated acreage from 
being greater than it was. Tohata, of the Agriculture ^Ministry, who was 
responsible for the agricultural labor study cited previously, stated that 
in 1941 conscription was responsible for only 12 percent of the arable land 
abandoned while occupational changes were responsible for 36 percent.** 
The situation changed, however, he testified, by late 1944 and conscription 
was responsible for 65 percent of land abandoned in 1944 and occupational 
change for only 15 percent. He submittetl the following table to indicate 
the decline in agricultural labor from February 1944 to February 1945.*’ 


Loss 

Men 

iromrii 

Total 

Total number of deaths 

Excess of those leaving farnia over Ihoj.' returnma 

108,010 

250.9S1 

358.991 

to farms 

91,780 

76,680 

168.460 

Military Conscription 

728,260 


728 260 

Total 

928.050 

327,661 

1,255,711 

Gain 




Demobilization 

61,851 


61851 

National school graduates becoming farm workers 

160,000 

160,000 

320.000 

Total 

221.851 

160,000 

381851 

Net decrease of agricultural population 

706,199 

167.661 

873,860 


Welfare Ministi-y officials indicated that this tabulation made no provision 
for wives, fathers, and grandfathers, etc., who went into full-time fann 
work when husbands and sons were drafted, nor did they agree with the 
estimate of net migration from the farm. Tohata stated that conscription 
of men caused the farm labor situation to become extremely acute in the 
spring of 1945. After February 1944 the government exempted farm labor 

Farm Tenancy in Japan, op. cit., p. 13. 

Interrogations, Tokyo, November 17, 1945. 

Agricultural Labor and Food Production in Japan, op.cU., p. 11. 
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from labor coiiscription.^“ In the autumn of 1944 students in agricultural 
technical schools, seniors in primary schools in farm villages, and students 
in agricultural colleges were permitted to be absent to work full-time on 
farms for the whole year. This was made compulsory in January 1945 and 
was enlarged to include middle-school students in agricultural villages. 
Draft animals (oxen) ivere shipped from Korea and surplus areas in Japan 
to deficit areas, to replace human labor. One of the functions of the 
People’s Volunteer Corps, created primarily for defense against invasion 
in early 1945. was to be agricultural production. In addition, the vast 
migration from urban areas in the spring of 1945 added to rural and farm- 
ing papulation. While the 1945 rice crop was the lowest since 1909, most 
of the blame seems to have been due to adverse iveather, though in part 
shortage of competent agricultural labor and of fertilizer was responsible. 

On the whole it may be concluded with respect to agricultural labor that 
it was more the shift in composition of the labor force, than decline in 
numbers, that accounted for the problems which arose../’ The size of the 
Japanese farm was, on the average, so small that it was always operated 
as a family affair and hired hands were rarc.^''' When the male members 
of the family went to war the wives, children, mothers, etc., continued to 
operate the tivo or three acres but with less efficiency. The weight of the 
evidence seems to indicate that after Februaiy 1944 the agricultural labor 
force was fairly well maintained in numbers though its composition tended 
even more toward women and older males. 

Industhlal Labor Force 

111 conti'ast to the continuous decline in the agricultural labor force 
over the decade and a half to 1944, the labor force in manufacturing and 
construction rose steadily from 5.8 million in 1930 to 8.1 million in 1940 
and to 9.5 million in 1944. Since the size of the loss in agriculture was 
small— 289,000 from 1930 to 1940 and 566.000 from 1940 to 1944— while 
the gains in manufacturing and construction were large — 2,256,000 from 
1930 to 1940 and 1,362,000 from 1940 to February 1944 — it can hardly be 
said that the increased numbers in manufacturing came at the expense of 
agriculture. In the thirties population increase was really the largest basic 
source, ivhile in the early fortie.s the 2.5 million decline in those engaged' 
in commerce seems to have been the chief source. Perhaps as significant, 
if not more so, was the internal riiift in emphasis within the broad category 
“ manufacturing and construction.” It was indicated in the first pages 
of this study that there was a basic shift from light industry to heavy 
in terms of value of output during the thirties. This was also true of labor 

M Oriental Economist, February 1944, p. 54. 

51 According to the 1940 census, hired bands constituted but one percent of the 
farm labor force. 
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employment. The changing percentage of workers in heavy and light in- 
dustry is shown below: 


1930 I9sr 19iS 


Heavy Industry 27 47 68 

Light Industry 73 S3 32 


The really basic change which the categories “ heavy " and " light ” tend 
to obscure was the decline of the teirtile industry and the rise of aircraft 
production. As is apparent in Table 37, employment in te.vtiles, which had 
constituted 30 percent of total manufacturing and construction- employ- 

TABLE 37 

Labor Force, Mixing and Manufacttirino and Construction, by Sex and Industry, 
Japan Proper, Oct. 1, 1930 and Feb. 22, 1944 « 

(ia thou^nds) 


OcLlJOSO Fib.22,19U 



Total 

Male 

Female 

Total 

Male 

Female 

Mining 

316 

271 

45 

805 

681 

124 

Metal 

46 

41 

5 

159 1 

133 

26 

Coal 

226 

189 

37 

540 K 

461 

79 

Oil 

S 

5 


lOb 

10 

2 

Other Mining 

3 

3 


set 

29 

7 

Stone & Earth Quai’rying 

36 

33 

3 

58^ 

48 

10 

Manufacturing A Conatniction 

SA76 

4,428 

1,448 

9,494 

7,243 

2.251 

Metals 

399 

380 

19 

836 

720 

116 

Machineiy & Tools 

217 

207 

10 

936 1 

757 

179 

Shipbuilding 

100 

99 

1 

693" 

638 

55 

Aircraft & Parts' 

9 

9 


1,988' 

1,574 

414 

Vehicles & Conveyances 

90 

89 

1 

194" 

171 

23 

Ordnance 

34 

33 

1 

496" 

395 

101 

Precision Instruments ■ 

57 

54 

3 

85" 

65 

20 

Chemicals * 

201 

164 

37 

613 

428 

185 

Textiles e 

1,960 

844 

1,116 

824 

251 

573 

Ceramics, Earth & Stone 

210 

ISO 

30 

232 

170 

62 

Lumber, Woodworkii^ 

652 

583 

69 

372 

309 

63 

Printing, Publishing 

266 

230 

36 

no 

77 

33 

Food Products 

496 

396 

100 

364 

227 

137 

Gas, Electricity & Water 

122 

118 

4 

157 

139 

18 

Construction & Civil Engineering 

963 

956 

7 

1.075 

1.026 

49 

Miscellaneous 

100 

86 

14 

519 

296 

223 


■Breakdown in terms of the industry to which a worker is attached (Sangyo-Betsu). 
Unemployed workere were considered attached to the industiy in which they were last 
employed. 

^Estimated from census data covering only those nged 14 to 60 to iuciude all those 
in labor force. 

® Assembling of aireraft, manufacturing of aircraft bodj*, engine, propeller, special 
parts, and aircraft ordnance. 

Manufacture of ordnance for aircraft is cla.«?ified under Aircraft and Parts. 
^Measiiring instillments for aireraft are classified under Aii-craft and Parts. 

^ Includes synthetic rubber and oil. 

K Includes apparel. 

Sources: 1030 data are adapted from the 1930 census, Fmal Report, Table 47; 1944 data 
are adapted from census data of Cabinet Bureau of Statistics. 


The Domestic Conversion lo Heavy Industry in Recent Years, Kokunai ICeizai 
Shiiyo #31, Research Bureau, Foreign Ministry, Tokyo, September 24, 1945, p. 5. 



298 


Japan’s ecoxoiia' ix wab and hecoxstructiox 


ment in 1930, was reduced by 58 percent to only 7 percent of 1944 total 
manufacturing and construction employment. Aircraft, on the other hand, 
expanded from a mere 9,000 employees in 1930 to 1,988,000 in February 
1944. A survey bj' the Cabinet Bureau of Statistics in mid-1944 indicated 
that this trend had continued. As of June 30, 1944, employment in textiles 
was down to 777,000 while aircraft employment had risen to 2,042,000."“ 
On a lesser scale this was the pattern which prevailed throughout in- 
dustry. The shipbuilding industry added ssome 600,000 workers over the 
decade and a half, while printing and publishing lost 150,000 and food 
products about 125,000. Ordnance gained 450,000, while lumber and 
woodworking lost 300,000. The extent of the changes between 1940 and 
1944 may be seen in Table 38, which differs from Table 37 in that it 
reports only workers between 14 and 59 and presents an exact Japanese 
census classification which throws shipbuilders, ordnance, aircraft, machine 
tools, etc., all under the category “Machines and Tools.” The percentage 
changes are indicative of the trends. It will be noted that even in highly 
essential war industries the percentage increase in women workers was 
greater than for males. This reflects the basic and uniform complaint of 
the managers of war industries. It was not, when really questioned closely, 
that they did not have enough labor— they did not have enough of the 
right kind of labor. The samurai tradition of militarist Japan that every 
man is first a warrior, and the resultant Army insistence on the sanctity 
of the draft, made impossible a reasonable exemption policy. With its 
dearth of skills, Japan should have been more lenient in its exemption of 
skilled workers than was the U.S. with its long mechanical tradition. The 
government tided to compensate for the Anny policy and poured workers 
of every description into war plants so that actual numbers rose above 
1940 totals, but this does not tell the story. Taking a coal miner with 
eight years experience and replacing him with a Korean farm hand and 
a 14-year-old student was not an efficient method of utilizing manpower. 
In the steel industry, for example, a prewar policy of employing military 
resendsts re.sulted in a drain of one-third of it.'< skilled workers and fore- 


““See Faclofy Eniitloymcnl in Mnmijaclvring Indmlry by Category and Sex as oj 
June SOf l!)44j Cabinet Bureau of SIntislics Survey, Tokj^o, November 15, 1944. Quea- 
tioning of census enumerator- aiul compilers indicated that where a textile firm had 
converted to war production, such as aircraft, but had retained its original name, the 
reporting form listed the original name and sometimes failed to indicate product, and 
computers therefore classifled the plant under "textile.” To the extent that this 
occurred, textiles would be overstated and aircraft understated in both the 1944 census 
in February and the survey in June. On the other hand a survey by the Air Ordnance 
Bureau of the Munitions Ministry, of a sample of 1,260 plants in February 1945, 
placed total employment in the aircraft industry (including light metal plants) at 
2,104,500; excluding light-metal plants at 2,020,000. 
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TABLE 38 

WoR&.rRs IN THE Labor ToHct, Acld 14-59, Manufactiiring and Construction, 
Japan Propio Oct 1 1840 and Feb. 22, 1944® 



(m thou<^ncU) 





OU 19P 

Feb IVU 

Difference 

mo-i9u 

% Change 

ismsu 

ToUl Mdnufdctuiins & Cop-tnution 6,981 

7,814 

833 

12 

Male 

5271 

5,936 

665 

13 

Female .. 

1,710 

1,878 

168 

10 

Metals . 

594 

695 

101 

17 

Male . 

550 

610 

60 

11 

Female 

41 

85 

41 

93 

Maehineiy. Tool', etcii 

1800 

3,681 

1881 

105 

Male . 

1,633 

3,067 

1,434 

88 

Female 

167 

614 

447 

268 

Cliemical . 

475 

471 

- 4 

— 1 

Male , 

347 

321 

- 26 

— 7 

Female 

128 

150 

22 

17 

TJlililies (Gas, Elec & Watei) 

82 

94 

12 

15 

Male . 

79 

89 

10 

•13 

Female 

3 

5 

2 

67 

Ceiamics <& Eailh Slone 

256 

188 

- 68 

-27 

Male . 

205 

134 

- 71 

-35 

Female 

51 

54 

3 

6 

Tcvliles® . 

1497 

717 

-780 

-62 

Male 

533 

178 

-355 

-67 

Female 

964 

539 

-426 

-44 

Lnmbei & Wood Pioduct« 

431 

294 

-134 

-32 

Male 

399 

243 

— 156 

-39 

Female 

32 

31 

19 

59 

Food Fioducts 

368 

284 

- 84 

-23 

Male . 

249 

166 

- 83 

-33 

Female 

119 

US 

— 1 

- I 

Punting & Pnbliabing 

116 

85 

- 31 

-27 

Male 

98 

57 

— 41 

-42 

Female . 

18 

28 

10 

56 

Engmeeiing & Consti notion 

825 

885 

60 

7 

Male 

S(S 

850 

41 

5 

Female . 

16 

35 

19 

119 

Miscellaneous 

537 

420 

-117 

-22 

Male . 

369 

221 

-148 

— 48 

Female 

168 

199 

31 

19 


> oikeib (Sdg>o«ha) aie IhO'C ictiully engagc?d m pioduili\c piocpsses otliei lhati 
tc( lini(ian« 

^lD(ludc«! aiiciaft, shipbuilding, tian«^poitatioQ equipment, and oidnance 
‘ In( hide- appaiel 

SouKC Cpn«!U» daU fiom Laboi Buieau MiniMij of Wtlfaic 

men in 1942 alone To (ompensate for this dram, the government sent 
eon-'Ciiptccs into the steel plant** The Steel Contiol A^«oelatlon declaied: 


''-^Thc Coutioi Association dccIaicd ' Ina'-much as the non and sleel mdustiies 
leqiiiied heaAv laboi it has been the pobey in the past to reh laigely on military 
leseiM'-ts Nduiilly the consci'ption of these workers was comparatnely high. 
Puitbeimoie this class of Jaboreis futni&bed skilled workers and foremen Theiefore, 
the effect of consciiption pioAed to be a severe blow to this mdustiy Although 33 
peicent of oui woikeis w^ere called to the colois this really repiesents a cut of 50 per- 
cent in the capacity of the woiking foice” 
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After the outbreak of the Great East Asia War, government factories 
were allowed to commandeer laborers and the following important special 
steel industries relied heavilj' on commandeered labor; Daido Steel Works, 
Japan Special Steel Works, "etc., and other factories producing special steel 
for the munitions industry. Because of the fact that most of the ordinary 
steel works not under government direction were unable to secure com- 
mandeered labor, great difficulties were experienced. Because of the fact 
that their poor production records were due to shortage of laborers due 
to conscription of skilled workers and increase of inexperienced workers, 
from December 1943, they receive special government help in making up 
their shortages.=“ 

Conscription from non-essential occupations did not, however, result 
in an equal replacement of skills drafted. Nor did channeling of Koreans 
into the industry. They totaled 12.669 on August 15, 1945, and provided 
some relief in the " coolie ” labor category — but a very unwilling relief. 
Nearly 4,000 were on the 1944 rolls of the Yawata Works, for instance, but 
the average daily working force was only 2,000. As one manager reported, 
“ There was a bad tendency of Korean laborers running away from 
plant. ...” When they could obtain 20 yen per day on military con- 
struction projects with no questions asked, as compared with 4 yen per 
day in the steel industry, there was a strong incentive to run away. The 
number of women replacing men in clerical jobs and in some types of 
labor increased six times in 1941-45, raising the proportion of women in 
the industry’s total labor force to 13 percent. Finally, in the autumn of 
1944, student laborers were placed in the plants, and by the end of the 
war amounted to 9 percent of the enrolled labor force. In some cases this 
proportion was much higher, however, as in the Tsukiji plant (Nagoya i 
of the Daido Electric Steel Co., where in 1945 students constituted 44 per- 
cent of employees. One-fifth of all worker^ in the industry were under 
twenty years of age. The impact of this type of labor force on produc- 
tivity will be discussed in a subsequent section. 

In coal mining, by the end of fiscal 1942 an estimated 50,000 miners 
had been taken by the Army alone, and thi.s figure increased by about 
10,000 per year in 1943 and 1944. In June 1944 the Army issued ordei's 
for the release of some 5,000 miners from troop units stationed in the 
home islands and they finally reached the mines during the last few months 
of the year. At the end of 1944 further con.«cription of mining technicians 
was halted and finally, in early 1945, all conscription of miners was stopped. 
Again the government attempted to compensate by tunneling Koreans, 
women and studentr into the industiy. By January 1945 Koreans made up 
32 percent of the total labor force. The change in the composition of the 
coal mining labor force may be seen from the following figures: 

Working Conditions in Iron and Steel Industry, Tekko Tosei Kai (Iron iind 
Steel Control Association), Tokyo, November 1. 1945. p. 11. 

^Source: Coal Control Association. 
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Japanese 

Full-Time 

Japautt-c 

Pai'l-Ttmc 

Koreans 

Chinese 

POWs 

Total 

Dec. 1941 . 

.. 287,099 

12.803 

41,566 



341,468 

Mar. 1945 . 

.. 243,771 

22.005 

135,751 

9,^i 

7^62 

412,241 


Of the full-time Japanete. 11 percent were women and 14 percent were 
students in March 1945. The Coal Control Association listed “measures 
taken against labor deficiencies 

(1) Importation of Koreans, Chinese, etc.; 

(2) New training of skilled personnel; 

(3) Transfer of laborers from well-organized factories and business; 

(4) Application of the mobilization system; 

(5) Use of prisoners and convicts; 

(6) Student conscriptees; 

(7) Permission to use " limited duty ” miners (boys and giris under 
16) for work underground; 

(8) Extension of hours of work; 

(9) Payment of part of wages by government subsidy; 

and then concluded; “ Around the first of 1945, however, we had to turn 
over our best personnel to constimction of defense positions and airfields 
because of the requirements of the Army and Navy and consequently our 
labor position became impossible.” ” 

Of the Korean miners in Japan, the Economist lamented: 

About 50 percent of the coal miners in Hokkaido are working men 
from Korea. They make up 60 to 70 percent of the number in the pits. 
In two years the Korean workers attain 80 percent of Japanese efficiency, 
it is said. The trouble is that their contracts usually run for only two 
years. When the Korean miners get used to their work and begin to de- 
velop efficiency their term of contract expires and they return to tlieir 
country. In some cases they remain about six months after the expiry 
and produce at a rate of about 80 percent but after three years almost 
everyone of them leaves.^*’ 

Obviously mere increase in numbers was no sign that the labor situation 
in a particular industry was satisfactory. This was even true of aircraft, 
which experienced the largest numerical increase. Because the industry 
grew so rapidly and because the base in the thirties was so small, most 
of the labor acquired during the war years was unskilled. There was not, 
as in the U.S., any large body of mechanical skill such as a large automobile 
industry, from which to draw experienced labor. Average monthly em- 
ployment in airframe plants rose from 222,000 in 1941 to 825,000 in 1945. 
So rapid a growth, with every other war industry attempting either to 
hold on to or obtain additional technicians, stretched skill in the aircraft 
industry too thin for efficiency. Kurt Schmidt, the German aircraft pro- 
duction engineer stationed with Hitachi Aircraft Company, stated that only 

51 Jleport on Workers in the Mines, Sekitan Tosei Kai (Coal Control Association), 
Tokyo, November 20, 1945, p. IS. 

55 " A War of Coal,” Oriental Economist, April 1944, p. 167. 
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10 percent of the workers were skilled, that the average age of machinists 
was nineteen years, that there were only fifteen inspectors for the engine 
plants and that spoilage of machined parts in engine production was 30 
percent.’’® The Air Tcclraical Intelligence Group, in its investigation of the 
Nakajima Aircraft Co., largest in .lapan, declared: 

Critical shortages of trained and experienced personnel, engineers, tech- 
nicians, supervisors and workmen, arc believed to account for the greatest 
single factor interfering with production. Engineers and technical speci- 
alists experienced in aircraft were just not available to meet requirements 
as Japan had only minor aircraft factories before the war. It was stated 
at Koizumi plant that there were approximately 400 engineers and di'afts- 
men of which number 150 were design and research engineers. U.S. plants 
of comparable size had from two to three times these numbers. Although 
Japan had skilled industrial workers in other lines, the demands of ex- 
pansion in these other war industries together with demands for military 
sendee, necessitated the use of younger and less qualified personnel by the 
aircraft industry a? it went through its astronomical growth. The per- 
centage of women employees increased from 7 percent in March 1942 to 
36 percent in March 1945. As the war progressed the experience of the 
male workers continuously decreased. Shop foremen were given the im- 
possible task of supervising up to as high as 1,000 more or less inexper- 
ienced workmen. Schools and special training programs were initially 
used for new workmen, but these were abandoned as the press of war be- 
came greater. New men were then dumped into the shops to learn by 
apprentice methods; however, this was not successful because of the high 
dilution by unskilled workmen and tlie lack of supervision.®® 

As was indicated in the jirevious chapter, unfortunately no accurate 
overall breakdown is available of the comiiosition of the aircraft industry 
labor force. The Air Ordnance Bureau of the Munitions Ministry pre- 
sented the following table showing approximate employment in the air- 
craft industry in Februaiy 1945, based on a survey of 1.260 plants: 



Male 

Female 

Total 

Aircraft Factories 

.. 1,410.000 

610.000 

2.020.000 

Airframes 

560,000 

240.000 

800,000 

Engines 

280,000 

120,000 

400.000 

Parts 

570,000 

250,000 

820,000 

Light Metal Factories . . . 

67.100 

17.400 

84,500 

Grand Total 

. . 1,477,100 

627.400 

2.104 AOO 


Women constituted about 30 percent of total employees. The bulk of the 
women operatives were drawn from the textile field; the second largest 
source was shops, offices, etc. hlore prect'c data are available for certain 

Aircraft Production Facililiea and Melhodc at the Hitachi Aircraft Co., Air Tech- 
nical Intelligence Review, Report No. F-IB-Sl-BE, Tokyo, June 27, 1946, p. 4. (Now 
available in the Library of Congress, PB 33110.) 

Aircraft Production Facilities and Methods at the Nakajima Aircrajl Co., Air 
Technical Intelligence Group, Report No. 29, Tokyo, November 1, 1945, p. 7. (Librarv 
of Congress, PB 19202.) 
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individual firms. Of the 3,527 persons employed at the Yoshhvara plant of 
tlie Nissan Jidosha KK. (sixth largest airplane producer in Japan) in July 
1945, 1,232 were women and 1,458 were male students. Of the 3,235 em- 
ployees of the Mitaka Aircraft Company in January 1945, 1,094 were stu- 
dents and 440 soldiers were 'ubsequently added. At the Eleventh Naval Air 
Depot, personnel in 1945 included regular employees (77 percent), con- 
scripted students (19 percent) and militaiy (4 percent). The Twenty-Fir^^t 
Naval Air Depot had 16,286 employees in Hay 1945, of whom 4,876 were 
students. Of tlie 13,464 employees of the Chiba plant of Hitachi Aircraft 
Company, 7,289 were men, 1,934 women and 4,241 student-. At the Tachi- 
kawa plant of the same company, of about 13,000 employeca in January 
1945, 8,000 were malea, 3,000 females and 2,200 -tudent-. At the Kanzaki 
plant of the Sumitomo Propeller Company, 7,588 workers were males, 3,697 
women and 1,734 students. At the Atsuta engine plant of the Aichi Aircraft 
Company, 58 percent of the total number of employees were conscripted 
laborers. At tlie Eitoku plant of the same company, of a total of 22,683 
workers, 4,570 were students. 520 ‘■oldiers, 6,900 male con-criptees, and 2.900 
women. 

Despite the stress the Japanese placed on it, even the aircraft industry 
was not exempt from draft levies. It was reported that during the months 
following December 1944, approximately 4,500 workers of the Kyushu Air- 
plane Company, or 50 percent of the total available skilled labor force, 
were drafted by the military.®' 

The logic of channeling conscripted workers and soldiers into some 
aircraft plants, while continuing to draft skilled workers from othere, would 
be almost inexplicable were it not for two facts. Draft policy varied some- 
what depending on the personality of the Army commander in the par- 
ticular area or district. Secondly, as Captain Yoshida and Commander 
Ueda of the Labor Division of the Navy Supply Bureau explained: “ The 
Navy took second place to the Army as far as authority fur the deferment 
of civilian workers from military service was concerned. As a result of 
the Army’s broad authority, the Navy suffered a manpower shortage 
especially in the fields of shipbuilding and aircraft production." 

The Kyushu Airplane Company produced aircraft and landing gear for 
the Navy and thus the Army would have no compunction about drafting 
its workers. It seems incredible but it happened. In teims of overall 
numbers it is probably not quite accurate that the Navy “ suffered a man- 
pow'er shortage,” since workers drafted were replaced by conscriptees, 
students, women, Koreans, etc., but the problems of effectively utilizing 
such a miscellaneous labor force were so great that the dividing line be- 

• I 

Kyushu Bikoh KK., Corporation Beport Ko. XV, Aircraft Division USSBS, 
Washington, February 1947, p. 4. 

USSBS InteiTogation No. 187, Tokyo, October 19 and 26. 1945, p. 3. 
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tween " shortage " and " inadequate " bccamed blurred and tenuous. For 
example, the overall labor supply was never a primary bottleneck in 
merehant ship construction although it was under considerable strain dur- 
ing the period of peak production. The decisive factor was steel supply 
and the fact that the decline in output came sooner and faster than the 
decline in labor supply supports this conclusion. The quality of the labor 
force undenvent a progressive weakening, however. Experience varied 
considerably among the yards, but for eight representative large yards the 
number of regular employees had been cut to one-third the prewar level 
by early 1945 as a result of the draft. The yards maintained and in- 
creased their labor force by the assignment of one or another of the various 
classes of compulsory labor. The average composition of the labor force 
of the eight representative large yards during October and November 1944 
was as follows: ““ 


Tyijcoj Lubof Percent 

Conscripted Japanese Labor 4S 

Regular employees 20 

^'(udent8 (mostly boy-t 10 

Civil prisonets (Japanese) 9 

Korean conscripts 8 

Women (mostly clerical) 4 

Prisonera of Wsr 3 

Cliine-e conscript' 1 

Total 100 


Thus in the four major industries into which conscripted workers were 
mainly channeled — iron and steel, coal, aircraft and shipbuilding — the 
absolute rise in numbers employed was not a real indication of labor con- 
ditions in the industry. There was a progressive thinning of the quality 
of the labor force because of faulty draft policy, and the rise in overall 
totals is apt to mislead. The impact upon productivity and efficiency 
will be discussed later, but as the Japanese themselves noted: “ As the 
substitutes for the dependable factory laborers who were enlisted by the 
military mobilization, boy and girl laborers and students were mainly em- 
ployed. By this measure, although the decrease in the total required 
number had been prevented, the decline in the quality of skill was more 
than imaginable.”®* 

The Labor Mobiuzatiox Plans 

The Japanese attempted to sum up yearly in one document their overall 
labor requirements and means of meeting them. The document was 
known as the Labor Mobilization Flan, later called the National Mobiliza- 


^^Navy Labor Problems in Shipbuilding, Navy Technical Dept., Tokyo, Novem- 
ber 15, 1945, p. 17. 

•4 Report on the Labor Conditions o) Manujacluring Plants, op. cit., p. 10. 
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tion Plan,”® and consisted of three parts, (a) a statement of policy with 
respect to labor management and allocation, (bj a section tabulating labor 
requirements, and (c) a section showing the labor supply situation. While 
the final draft was assembled by the Cabinet Planning Board, the plan 
was a product of many hands and much compromise. It came up from 
individual firms through control associations to the respective ministries 
under whose jurisdiction the industry operated. The ministries then 
passed their consolidated requirements on to the Planning Board. All 
along the line requirements were overstated, and all along the line de- 
mands were consequently whittled down. Since the final requirements, 
when they reached the Planning Board, were always in excess of available 
labor supply, they had to be “ adjusted,” and the official requirements as 
finally listed and that could be met were probably below the real needs 
of industry. The Welfare Ministry, in cooperation with the Planning 
Board, made the basic studies on labor supply. In instructions for 
preparation of requirement estimates, the list of ministries responsible for 
various industries, and agencies for various other demands, required four 
long pages of tabulation — such was the diffused control structure. The 
estimates were due at the Cabinet Planning Board by February 16 and 
the Board then had a month to place a final draft in the hands of the 
Cabinet, for approval. The resultant plan was then administered in seg- 
mented fashion. Students were channeled until 1944 by the Education 
Ministry, technical school graduates by the Welfare Ministry, seamen by 
the Transportation Ministry; companies designated as ‘‘munitions” com- 
panies received their allotment quotas directly from the Munitions Minis- 
try, and then had to either hire directly or through local labor offices. If 
they hired directly they had to notify the local office, which they often 
failed to do. 

The bulk of the work of allocating and mobilizing, however, fell upon 
the local labor mobilization offices in the police bureaus. More was ac- 
complished on the local level by the police power of “ suggestion ” than 
by official formal conscription, as will be indicated later. Responsibility 
for meeting the plan for his area was that of the prefectural governor and, 
late in the war, of the regional administrator appointed for each of the 
eight regional groupings established as part of the decentralization drive. 
Although requirement estimates submitted for each year were supposed to 
contain a statement of the actual result of the previous year’s plan, the 
reporting procedure was so poor that the Board never really knew the 
exact results of the previous year’s plan. It should be noted that actual 
implementation of the plan was in the hands of hundreds of local labor 

cs The name was changed to remove the impression that labor alone was singled 
out for regimentation. To strengthen this impression the 1943 mobilization plan pro- 
vided that “ company presidents and officers must also be commandeered.” 
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offices. When the Welfare Ministry was called upon to supply its part 
of the “ Report to the Diet on Causes of the Termination of the War,” 
it presented the following figures labor demand and supply during the 
war years: 

(tti thousands) 


Year Demand Supply 

1939 1,095 1,139 

1940 1,470 1,540 

1941 2,212 2,213 

1942 1,967 1,967 

1943 2,396 2,396 

1944 4542 4,542 


It coneluded that the number mobilized for labor was therefore 13,104,269.“i 
These were the figures of the labor mobilization plans, not the aetual results 
of those plans; but in the absence of the results the figures were passed off 
as such. 

In Tables 39 and 40 there are presented consolidations of the mobiliza- 
tion plans according to field of allocation and source of labor supply, for 
the war years. The Japanese dhdded their allocations into two broad 
categories, " new additions ’’ and “ replacements.” New’ additions were for 
expansion while “ replacements ” were primarily to compensate for draft 
levies. The division of replacements for 1942, 1943 and 1944, excluding 
women to replace men in commercial enterprises, was as follows: , 


(in thousands) 



ms 

ms 

m 

Military Supplies 

. 187 

227 

679 

Basie Materials, Metal Working, etc 

. 149 

173 

546 

Communications & Transportation 

45 

69 

245 

National Defense, Engineering A Construction . . 

15 

13 

156 

Civilian Consumer Goods 

. 68 

30 

142 

Agriculture 

. 320 

320 

320 

Miscellaneous 


31 

S 

Total 

. 784 

863 

2.096 


The growing impact of the draft is apparent. Unfortunately, there was no 
overall plan for 1945. A draft of a plan for the first quarter had been 
started, but the situation got out of hand to. such a degree that the pre- 


See Nippon Times, Tokyo, September 8, 1945, p. 3. The “ intelligence ” report 
on labor, referred to previously, misplaced the decimal point and reported 1941, 2.2 
million, 1942, 19.6 million, 1943, 23.9 million, 1944, 4.5 million, and on this basis con- 
cluded that demand for labor in Japan reached its peak in 1943 and fell off sharply 
thereafter. A little troubled, the author of the report stated, “ The significance of the 
individual figures is not entirely clear, A very considerable amount of turnover is 
suggested, and it is evident that 1942 and 1943 were the years when labor was most 
in demand.” 

Consistent with much of Japanese statistical work in the labor field, the figures 
do not add up to the total given. 
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T4BLE 39 

Plashed Allocatios oi ^^0RK^»E, bi Aciivm, Japan Fxopeii, 1940-44 
(in thous&nd'} 




Fiscal y eai 



1949 

mi 


1943 

im 

Total Allocation 

1470 

2 212 

1,968 

2,396 

4,542 

A Opeiatives foi Jap in Piopei 

1376 

2,112 

1,872 

2,254 

4389 

1 New Addition^ ‘ 

691 

1,283 

912 

1,103 

1,930 

Militau Supplier ^ 

25S 

850 

498 

582 

1393 

Basic Mateiials Metal-woiking etc® 

204 

165 

245 

359 

237 

Communication'^ A Tunsportation 
National Defen'^t, Engmeeiing A Con- 

117 

107 

94 

106 

135 

stiuctiou 

15 

157 

36 

35 

140 

Cuilnn Con''Umf‘i Good'* ^ 

97 

4 

17 

7 

15 

AgiicuUuie 



22 

10 

4 

Mi‘'cellaneoU' 




4 

6 

2 Replacementa 

685 

829 

784 

998 

2 282 

Non-agucultui il 

369 

519 

464 

543 

1776 

Agncultuial 

Commercial Entcipn<je‘« women to leplice 

316 

310 

320 

320 

320 

men 




136 

186 

3 Goveinment Offur Woiko®* and Non- 






governmental Cleika* 



176 

163 

177 

B Workeis fot Dev elopmcn^^ of OvriveiH Aiei' of 






Empiio* 

94 

• 

100 

96 

142 

153 


“New additions lepie'enl net additiono planned foi mdiAidunl plants oi establish- 
ments and not net addition- loi entiie mdu-tiA 


t’lniludes aiiciaft and aiiciaU pait- -hiii- oidniuce and “onie U\tile and food 
pioducts 

'Includes non and steel toil metil- mmina (onstimtion machineij madiine 
tools forgings railway cats automobiles, oil <vntlielic pctioleiim indiistiial salt indiis- 
tiial chemicals, cement electnc powei etc 

‘tineludes medical supplie- salt slarchc- othei food pioducts and beiciage- to- 
bacco coitam teatile pioducts (ho-ieiv shoit fibei thiead-, etc ) etc 
'Includes leplacement- and new cddition- 
Souicc N ition il Mobih/ilion Phn- C ibinet PI inning Boaid AnnuilK 1940-44 

tense of centialized planning and contiol in laboi nas abandoned and each 
locality tta' left to it- ot\n resources®® The degiee to uhich leliancc t\a= 
placed in 1941-43 upon «lntts within the labor foice fiom unessential in- 
dustry to war pioduction, and in 1944 upon students, lather than upon 
bringing the unoccupied into the labor foice, is striking (See Table 40 ) 
So confident weie the Japanese in eaily 1942 that they allowed labor 
mobilization to slow don n The number of unoccupied to be brought into 
the labor foice nas allowed to fall to almost half the previous year's figuie 
and the internal readjustment of industry tapered off, as seen in Table 40, 
only to be pushed again in 1943 when the seiiousness of the situation be- 
gan to become apparent Another mteiestmg feature is the attempt to 
maintain the agncultuial laboi foice by pioMdmg yeaily replacements 


®®Sec TJSSBS Infoiiogition of Saito, K, Welfme Mmistiy, Tokyo Noe ember 27, 
1945 
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TABLE 40 

Estimated Sdpplt of Workehs to Meet Planned Allocations, by Source of Supply 
AND Sex, Japan Proper, Fiscal A'ears 1940-44 " 

(in thousands) 




School Graduates 781 

Male *12 

Female 339 

Undergraduate Students 

Male 

Female 

Otheis not in Labor Force 289 

Male 1S7 

Female .... 132 

B’orfcers in Labor Force ti ffi2 

Male 319 

Female 63 

Koreans to be brought into Japan 88 

Male 88 

Female ■■■ 

Total 1^0 i 

Male 1,006 

Female S34 


1941 

1943 

1943 

m 

823 

865 

926 

1,090 

474 

474 

537 

586 

349 

391 

389 

504 



53 

2,053 



■ 35 

1,133 



IS 

920 

169 

90 

255 

270 

45 

29 

55 

30 

124 

61 

200 

240 

1,449 

893 

1.042 

809 

1,138 

685 

789 

487 

311 

208 

253 

322 

81 

120 

120 

320 c 

81 

120 

120 

320 


ijm 

2^ 

4542 

1,738 

1,308 

1,536 

2,556 

784 

660 

860 

1,986 


A This table is the estimated supply ol worters, by source, to fill allocation quotas 
shown in Table 39. 

■> This category is an estimate of the number of workers already in the labor force 
who became available for allocatu n as a result of " economies in certain entmprises, 
forced curtailment in specified activities, reassignment program, voluntaiy shifting into 
essential industries,” etc. 

‘Includes 30,000 Chinese. 

4 The excess of 70,000 workers in estimated surlily as compared with planned allo- 
cation is for a standby reserve of women to fill positions vacated by men, 

* The excess of 310,000 workers in estimated supply as compared with planned allo- 
cation explained by Japanese officials as consisting of an estimated 310,000 primary 
school graduates allotted to agriculture as replacements. In its Summary Report to the 
Diet on the “ Causes for the Termination of the War,” the Ministry of Welfare gave the 
supply figure for 1941 at 2,213,000. 

Source: National Mobilization Plans, Cabinet Planning Board. Annually, 1940-44. 


(See Table 39.) In its memorandum •’ On carrying out the third quarter 
Mobilization of Labor,” the Welfare Ministry declared (in 1944) : 

The students of higher primary schools who are children of farmers and 
are to be mobilized for agriculture and forestry must be mobilized accord- 
ing to the notification “ On Carrying Out Substance of Urgent Counter- 
Measures for Agricultural Labor,” issued by Ministry of Agriculture and 
Commerce, No. 14023, on NoY’ember 25.°* 

There is constant reference throughout the mobilization plans to the 
need for maintaining the agricultural labor force. A review of the mobili- 
zation plans, year by year, may provide an interesting account of the 
principal features of the labor problem with which the government was 
concerned at each period. 


Memorandum No. 314, Tokyo, December 1, 1944, 
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The first labor mobilization plan was drawn up for 1939. The Cabinet 
ordered the plan in September 1938 but due to delays in its preparation 
because the task was new, Cabinet approval of the 1939 plan did not occur 
until July 4, 1939. All copies of the plan were numbered and classified 
as “secret.” Despite Japanese protestations, then, and after surrender, 
that they wanted to liquidate the war with China as quickly as possible,^” 
the preamble to the plan declared; 

In preparation for a long war, this plan aims to search out all sources 
of labor and to establish efficient labor controls so that the following aims 
may be accomplished: 

(1) Speeding up the production of munitions. 

(2) Carrying out the program for the expansion of production. 

(3) Stimulating e.xports. 

(4) Guaranteeing civilian necessities. 

It was not long before items three and four were dropped, though the 1939 
plan declared, " IVoinen will be guided in the choice of suitable work and 
efforts will be made to locate them first of all in export industries where 
their labor is in special demand.” The reluctance to use conscription was 
evident in the statement, “In view of the importance of avoiding all ob- 
stacles to the speedy mobilization of general labor, commandeering will be 
resorted to when other plans fail.” 

Great concern was expressed over the shortage of skilled workers, in- 
dicating that the Japanese were well aware of the problem at that early 
date. The report declared: 

In order to furnish the necessaiy supplies of technicians, a very thor- 
ough census of unemployed technicians will be made as a basis for en- 
couraging their cooperation in industry. The following plans will be laid 
in order to use these technicians most efficiently. 

(1) The various units in a given industrial chain will draw plans for 
the exchange or the cooperative use of their technicians. 

(2) Parent factories will enlarge their supervisory scope to include their 
subcontractors. 

(3) All articles and manufacturing methods will be simplified and 
standardized. 

(4) A census will be taken of the present distribution of teehnicians 
and positive efforts will be put forth to reassign them more fairly. 

Commandeering of technical workers will be resorted to in case serious 
obstacles arise if there is no way to handle the situation. In view of the 
very serious shortage of skilled workers a plan shall be inaugurated im- 
mediately to train teehnicians in the following fields; industrial and min- 
ing technicians and skilled workers, civil engineers, medical workers, 
veterinarians, seamen, wireless operators, etc. 

JO Admiral Nomura, for example, declared, “The Army wished to end the China 
War as quickly as possible, but at the same time they wished to get something 
out of it. . . .our Government always wanted to finish the China War, and during 
my tour in Washington we requested your President to act as intermediary.” USSBS 
Interrogation No. 429. Tokyo, November 8, 1945. 
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New demands for technicians were tabulated as follows: 


♦High Class Technicians . 
♦Low Class Technicians . 
Total 


Machin- Eke- Chem- 

ery Iridly islry 

6,270 3,630 1,400 

15.100 SfflO 1.910 

21,370 12,200 3,310 


Mining 

Afisc. 

Total 

2,250 

3,900 

17,450 

3230 

22,520 

51,330 

5,480 

26.420 

68,780 


* High class technicians are grailuales of technical schools or technicians of similar 
preparation. Low class technicians are grjduate.s of middle schools or men of similar 
qualifications. 


Supply was given at about onc-quarter of demand, as follows: 


High Class Technicians . 

1,090 

720 

580 

260 

1,300 

3,950 

Low Class Technicians . 

5,430 

2.160 

1.200 

650 

4.880 

14,320 

Total 

6,520 

2«80 

1.780 

910 

6,180 

18,270 


and it is probable that the stated demands had been progressively pared 
down to less than the real demand. 

The plan placed Japan's general labor requirements (as the govern- 
ment recognized them — for essential undertakings) at 1,095,000 and allo- 
cated 1,139,000. This does not mean that the government actually supplied 
that number. It authorized the local labor offices, by quotas, to channel 
that many workers into the essential fields designated. Graduates of 
technical schools were channeled directly by the central government. The 
1,139,000 workers were to be supplied from the following sources: 


.SV/Ki'fc iltii V'oinen Total 

(1) Primary School Graduates 266.000 201.000 467,000 

(2) Workers out of employment due to tlie material 

mobiliaation plan 70,000 31,000 101.000 

(3) City workers not yet employed 64,000 23.000 87,000 

(4) Rural workers not vet emploved and agricultural 

workers 191,000 65,000 256,000 

(5) Workers made available by industrial economies . . 82,000 11,000 93,000 

(6) Females not yet in labor force 50,000 50,000 

(7) Laborers imported from Korea 85,000 85,000 

Total 758,000 381.000 1,139,000 


While the primary schools and the rural areas were the two largest sources 
in 1939, the decline in utilization of the population of the rural areas will 
become apparent in due cour.se. 

The 1940 plan was concenied, among other things, with turnover, de- 
cline in labor efficiency and its control, unemployment, and protection of 
agriculture. The report noted: 

In view of the drop in the will to produce and the physical deterioration 
of the laborers, special emphasis will be placed upon efforts to preserve 
labor efficiency, enlarge the activities of the patriotic production societies 
and reform the system of labor supervision. . . .all workers under 20 

‘^Summary oj Ike 1939 Mobilizaixon Pbm, Cabinet Planning Board, Tokyo. July 
4, 1939, Table 3, p. 10. 
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years of age shall be placed under proper discipline. . .in order to in- 
crease efficiency, circulating groups of foremen shall be organized. . .in 
order to prevent the occurrence of disturbances among laborers,’® the activ- 
ities of the patriotic production association shall be strengthened. 

On agriculture the report noted the growing need to prevent a drop 
in agricultural output and asked for formation of a student service corps to 
furnish labor on farms and that commercial workers be directed to return 
to farms to help in busy seasons. It called for a wider use of animal and 
machine power and urged that agricultural production be kept up. How- 
ever, the plan still drew workers from the rural area, though to a lesser 
degree than in 1939. 

The plan called for reorganization or combination of medium-sized and 
small enterprises to release labor and for the immediate absorption of the 
unemployed. One paper at the time headlined an article, “ Unemployed 
Urged to Start Farming — Government Acts to Aid Jobless,” and declared; 
“ A large-scale ' back-to-thc-land ’ movement and other permanent meas- 
ures for the relief of the unemployed and also an effort to brighten up the 
lot of the people under the present economic restrictions were indicated at 
a recent meeting of government authorities.” ” 

The plan again stressed measures to cope with the shortage of tech- 
nicians, and provided for a system of registration of the unoccupied, the 
unemployed and seasonal workers. On turnover it declared: 

In view of the fact that the increased turnover of labor makes it diffi- 
cult to regulate supply and demand and in order to check this turnover in 
important industries, the ordinance limiting the employment of workers 
shall be revised and strengthened and penalties for violations shall be more 
severe. Special efforts shall be made to carry out the provisions of this 
ordinance 

Demand was placed at 1,470,000 and supply at 1,540,000. Middle- 
school gi’aduates were added to the list of sources of labor supply. Prim- 
ary and middle-school graduates were to provide 50 percent of the 
supply, unemployed workers 14 percent, rural workers not employed, as 
well as some agricultural workers, 13 percent (compared to 22 percent in 
1939), workers to be made available by readjustment of enterprises 10 
percent, Koreans 8 percent, females not in the labor force 3 percent, and 
urban unoccupied 2 percent.’* 

’-The number of strikes was i-cduceil from 628 in 1937 involving 127,730 partici- 
pants to 216 cases with 6.627 piu’ticipanls in 1944. Welfare Ministry officials claimed 
that there had been only S strikes during the first six months of 1945. 

’3 The Transpacific, Tokyo, November 7. 1940, p. 25. .Mso the Genchi Hokoku, 
No. 38, November 10, 1940, had an article entitled, "Economic Ministers Tackle Un- 
employment, Occupational Change.” by Nozaki, Kyiishichi. 

’*In discussing the 1940 Labor Mobilization Plan the Mitsubishi Economic He- 
searoh Bureau noted, “ A shortage of technicians and skilled workers has been keenly 
felt, not only in Japan but also in Manchukuo and China." Monthly Circular, Sep- 
tember 1940, p. 21. 
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The 1941 plan was a far more detailed affair than either of the previous 
two. There was much delay in its adoption and it was not made available 
to the prefectural governors until September 1941. Hoshino (who was 
head of the Planning Board at that time) would not admit that the delay 
in the plan had anything to do with preparation for war, but the fact that 
it was a much more thorough inventory of manpower resources than ever 
before and in numbers allocated more than twice the 1939 total, would 
seem to indicate clearly involvement in more extended war planning.'^” 
There was a detailed inventory of workers in unessential fields and a large 
shift in occupations was planned. For example, it was estimated that 
there were 1,385,113 workers in the theatre, restaurant, sports, recreation 
and entertainment fields (including a tabulated 35.384 prostitutes and 
74,704 geishas) of which 253,876 were to be transferred to other occupa- 
tions. There were estimated to be 189..560 rice merchants and employees 
of whom 58,990 would be shifted. Workers in retail establi'^hments under 
the jurisdiction of the ilinistry of Conunerce and Industry were placed 
at 2,017.858, of wliom 440.528 were to be shifted. The allocation of new 
operatives to civilian consumer goods production was cut drastically from 
97,000 in 1940 to only 4,000. The total supply of labor was estimated 
at 2,522.000, of which 50 percent wa- to come from business, involving 
shifts within the labor force, 32 percent from new primary and middle 
school graduates. 6.7 percent from the unoccupied, etc. It is interesting 
to note that of the 56 percent from the labor force, 3 percent were home 
workers. Thi= wa- the beginning of a government drive to send home 
workers into the factoric- on the theory that they would be of greater 
value productively and contribute more to war output there than at their 
household industries. This was quite a departure from past practice for 
Japan, where home industry had traditionally flourished. 

For the first time a distinction was made between temporaiy and other 
workers. It was recognized that some of the demand was really only for 
workers for a certain limited period, but in the absence of any provision 
for requesting such workers firms had been forced to request permanent 
workers. .\lso it was held that by creating the temporary category the 
local labor office would obtain better control over day laborers. In addi- 
tion, demands might be pared down by granting temporary workers when 
permanent ones were requested and thus upon expiration of the temporary 
period force the requesting source to justify its demand again. Require- 
ments for temporary workers were computed at 48.8 million man-days, 
44 percent of which were to be supplied by students. Construction ac- 
counted for 25 percent of the demand, munitions production and agidculture 
for 23 percent each. 

The plan declared, “ This plan is based on the emergency labor plan worked 
out by the Cabinet on .iugiist 29, 1941, and is to be carried out immediatelj’.” 



MOBILIZING MANPOWER 


313 


The report expressed some impatience with overseas demands although 

100.000 were allotted for this purpose compared to 94,000 in 1940. The 
plan stated; “Workers for Manchukuo agricultural colonization projects, 
members of the Youths’ Volunteer Manchukuo Colonization Army and 
other workers to be supplied from Japan Proper will be kept to a 
minimum." 

A separate report covered personnel needed in Manchuria, China and 
the South Pacific. Korean laborcre were to be sent not only to Japan but 
to Manchukuo, Sakhalin and the South Pacific as well. Sueh emigration 
was to be speeded and a special instruction was dispatched to the Governor- 
General of Korea to this effect. Some 20,000 Chinese were to be sent to 
Formosa and 40,000 Formosans to the “ southern territories in addition, 

17.000 Koreans were to be sent to the South Pacific Islands. The 12,053 
graduates of university engineering, industrial, mining and technical 
schools were to be distributed geographically as follows; 


-rlfoa 

Demand 

Siipplj/ 

Percent Supply 
of Demand 

Japan Pioiicv 

.... 27,214 

8,128 

30 

Korea 

. . . 3,014 

1,094 

36 

Foi-mosa 

636 

268 

42 

Sakhalin 

242 

142 

58 

South Pacific 

19 

13 

68 

Manchukuo & Kwantung 

.... 4,035 

1,781 

44 

China 

718 

629 

87 

Total 

.... 35,878 

12.055 

33 


Obviously only one-third of the pared-down demand could be met. It is 
apparent that Japan started the Pacific War fully awaie of her shortage of 
technical ability, 

The 1942 plan was somewhat late too; it was issued on May 26, 1942. 
It announced that the term “ labor mobilization,” previously used, had 
been changed to “ national mobilization ” (Kokumin Doin) and declared, 
“ In view of the drying up of the sources of labor, requests for labor are 
to be trimmed down. To offset this move, efforts will be carried forward 
to increase production efficiency.” 

This was the year of confidence and the report reflected it. “ Agricul- 
ture, marine products and clerical workers in banking and insurance shall 
also be covered in this year’s demand for workers. . . .in view of the 
importance of furnishing enough civilian goods to give the people a feeling 
of security, the scope of this catcgoiy shall be widened." 

For the first time agriculture was given an initial allocation of new 
operatives totaling 22,000, in addition to a slight increase in replacements, 
while the civilian goods allocation was stepped up from 4,000 in 1941 to 
17,000. Total allocations were cut below the previous year’s total and the 
biggest decline came, amazingly enough, in the categoiy “ military sup- 
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plies ” which was cut 352,000 or 41 percent below 1941. Non-agricultuial 
replacements were also reduced. 

The Board declared: 

The purpose of the 1942 mobilization plan is to bring about a sudden 
spurt in the war effort in view of the present situation and also to effect 
a far reaching reform in the occupational habits of the nation. . .a gen- 
eral Anew of the nation's manpower situation shows that since the outbreak 
of the China Incident, the labor demand and supply situation has grown 
more stringent. . .with this in mind, the government began strengthening 
the mobilization plans. Present plans embody a widening of labor regis- 
tration, a reform of the ordinance for commandeering labor and plans for 
strengthening the patriotic labor cooperation ordinance and the factory 
labor superintendence ordinance, etc. 

In addition all students aged fourteen and over were to be mobilized, re- 
gardless of tlie nature of the school im-olved. The number of unrecognized 
schools was to be liinitcil along nitli their employees. ■■ Laborers destined 
tor Slanchukuo colonization enterprises and the llanchukuo Youth's Col- 
onization .\rmy shall be limited to the minimum number.” “'Workers 
needed by enterpei-es in the southern occupied territories shall be filled as 
a rule from local labor sources but consideration shall be given to sending 
out the necessary foremen," In the petroleum indu-try, however, as was 
indicated in Chapter 3, almost all available technician* were sent to the 
southern area and their locs was felt later and proved a severe handicap 
when the Japane*e were forced to try and increa*e dome*tic oil sources in 
1944-45. 

■ The 1942 plan proviiled that thereafter quarterly estimate* of needs 
were to be submitted and quarterly e-timates of =upply would be drawn 
up. This was to tighten control and improve the planning, ilore extensive 
use of Koreans was to be made especially in mining and stevedoring. The 
number to be imported wa* stepped up from 81,000 to 120,000. Women 
were to take the place of men in government and busine*s offices. Agri- 
culture became increasingly -acrosanct “ A large number of workers will 
be granted to agriculture in vieu of the importance of agricultural pro- 
duction and the situation now obtaining in the rural areas.'’ 

The 1943 plan was marked by a definite tightening of the belt. It was 
planned to commandeer labor to an increasing degree and the plan stated: 

In order to guarantee sources of commandeered labor, selection rvill be 
more strict and fewer pcrmis-ions to be released from being commandeered 
will be permitted. . .in paying commandeered workers in factories and 
workshops, care mu*t be taken not to pay a figure too much less than 
what the said indmdual was drawing before. Any necessary pay differ- 
ential will be paid from the national treasury. The present period that 
commandeered labor is to serve will be lengthened and persons may be 
commandeered for a second period if necessary. The conditions under 
which commandeered persons are released will be clarified. 
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In addition to strengthening the conscription system the plan an- 
nounced that the free employment of men would be further limited — maxi- 
mum age for conscription was raised from forty to forty-five; unimportant 
and unrecognized schools were to be eliminated; and in addition to im- 
porting the same number of laborers from Korea as in 1942, Chinese, 
Korean laborers resident in Japan, prisoner— of-war, and inmates of pen- 
itentiaries were to bo brought into the mobilization plan. Highest priority 
in manpower assignment wa.« to be given to iron and steel, coal, aircraft, 
light metals and shipbuilding. To assist agriculture “a definite number 
of new primary school graduates will be assigned and an effort will be 
made to furnish more male workers than last year.” No increase was to 
be allowed in biwincss workers and only a small number of women were 
to be allotted to provide partial replacement for males whom it was neces- 
sary to take away in increased numbers. Teachers were to serve part-time 
as police and firemen. Allotments to the southern territories were to be lim- 
ited to foremen and special technicians and the number of these was to 
be kept down as much as possible. All persons changing their occupation 
were to become subject to conscription, as were Koreans resident in Japan. 
The plan stated, " Heretofore, the reorganized industries furnishing labor 
have been limited for the most part to the retail category but from now 
on a great many other enterprises will be included.” Still women 
were only to be " urged ” to take work in war plants. The plan stated, 
'' Graduates of girls' high schools and similar institutions and those who 
are unoccupied should be urged to accept work in suitable lines.” 

Finally, efforts were to be put forth “to reestablish the old imperial 
spirit of work,” and as an aid in accomplishing this, “ to give the worker 
a feeling of security and to increase his working efficiency, a fairer system 
of wages will be worked out and the necessary controls established.” Of 
the 2.3 million workers allocated. 44 percent were to be supplied from 
shifts within the labor force, 41 percent by school graduates and students, 
10 percent from the unoccupied, and 5 percent by Koreans. For the first 
time undergraduate students were to be utilized within the supply frame- 
work of the plan. 

The 1944 mobilization plan made the others seem puny in comparison. 
It involved twice as many workers as the 1943 plan but the largest increase 
was in the replacement category and this was mainly to compensate for the 
vastly heavier military draft. In view of this the plan stressed greater 
mobilization of women. The percentage of women to the total allocation 
was 43 percent in 1944 compared to 34 percent in 1943, The plan stated: 
“Female laborers shall also be commandeered''® but due consideration 
shall be given to the limitations of women and to strengthening the work 

r®The subsequent act applied only to unmarried women between 12 and 39, and 
then only in a limited fashion. 
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of the Women’s Volunteer Corps.” Also “ a further mobilization of women 
will be effected. This will include micinployed women and many who may 
already have some employment.” Women were to replace men wherever 
possible and would bo permitted to work night shifts. The second point 
of emphasis was upon undergraduate students. Their period of mobiliza- 
tion was to be extended for the whole year and students in several of the 
lower grades were to be mobilized dorni to eleven year olds. The importa- 
tion of both Koreans and Chinese was to be stepped up sharply. It is 
interesting to note that fewer males than in 1943 were to be obtained by 
shifts within the labor force from less to more essential industries since 
that source, because of the heavy military draft, was about drying up. It 
was for this reason that the emphasis was placed on women and students. 
The order of industry priority for labor supply was specified in the fol- 
lowing sequence; “ aircraft, shipbuilding, munitions, coal, production of 
raw materials, transportation, national defense [construction projects]." 
Concern was still expressed over the turnover rate and the matter of train- 
ing was still given lip-servicc. It was rather late but the Japanese still 
declared: 

In order to improve work superintendence, a system of training shall 
be e.'tablished [and] along with the reorganization of industrial chains, 
plans shall be laid for the increased cooperation of parent and subsidiary 
factories and for a more effective interchange of workers between them, 
especially foremen. . . . [Agriculture] shall be allotted the same number of 
new primary school graduates as last year. 

Initial demands as pre^elltcd by the various mini.'trics totaled 7,701,- 
616. The final allotment was 4,542,000. The request for “ munitions ’’ 
workers (including aircraft, shipbuilding, etc.) was cut from 3.750,469 to 
2,071,516. The national defense works (construction, airfields, coast em- 
placements) was slashed from 637,425 to 295,104. Agricultural and for- 
estry were left virtually untouched. The request was for 330,377, the alloca- 
tion 328,172. Overseas requc.=ts were cut from 2.55.462 to 153,000. For 
the first time the replacement total, 2,282,000, exceeded the new alloca- 
tions, 1,930,000. By source, students, graduates and undergraduates com- 
bined supplied 69 percent of the total, compared to 40 percent in 1943. 
Shifts of workers within the labor force accounted for only 17 percent of 
the total compared to 43 percent in 1943. Of the grand total women ac- 
counted for 43 percent compared to 34 percent in 1943. Such were the 
essential features of the 1944 labor mobilization plan. 

In a letter dated March 27, 1945, from the Vice-Minister of Welfare to 
the presidents of the Regional Administrative Councils and to prefectural 
governors, the Welfare Ministry in effect transferred not only responsibil- 
ity for carrying out labor mobilization, which had always been mostly a 
local affair, but also for drawing up district mobilization plans. The pre- 
fectural authorities were to draw up their plans and inform the Welfare 
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Ministry by April 15. It would then be approved or disapproved. The 
local authorities were told to he sure and provide adequately for agricul- 
ture, liquid fuels (the pine root oil project), special attack weapons, 
munitions, etc.''* Such was the priority' of the day. They were told to 
cut commerce, official and professional occupations and domestic service 
to the bone. Neither the communications, the organization, nor the will 
were there for another overall national mobilization plan. 

CONSCBIPTIOX 

After the war the Economist reported that 6.1 million people had been 
drafted for labor at munitions plants, factories, etc. While the fact is 
broadly correct, the impression given is not quite so. The total conceals 
two broad and different categories. One group, the smaller, was “con- 
scripted ” for work in war plants, the other was “ frozen ” to the job. Some 
1.6 million persons were conscripted while 4.5 million were frozen on the job. 
The smallness of the number of those “ conscripted ” is worthy of close e.v- 
amination. Conscription resulted from the various national registrations 
which, as has been shown, began in 1939 and at that time was limited to 
technicians only. The real broadening of the system came in November 
1941, when all males between 16 and 40 and all unmarried females between 
16 and 25 were required to register. Only the males, however, were sub- 
ject to labor conscription. The Japanese usually state that women were 
not conscripted until late 1944, but that is not what they mean. Women 
were frozen to their jobs in war plants in late 1944 but they were never 
conscripted in the sense of being required by the labor mobilization office 
to take a job in a war plant. By February' 1944 the national registration, 
in effect an inventory of possibly available personnel, had been extended 
to include males from 12 to 59 and unmarried females from 12 to 39. The 
women were never subjected to eonseription, c.xcept in the sense described 
above, and married women were never required to register. 

In contrast to the British who registered, examined, and then assigned 
to or exempted from war work an entire age-class, Japanese conscription 
was haphazard and came to depend much upon the whims of the local 
prefectural and police officials and the intransigeance of the worker. Un- 
like British workers, conscripts in Japan had no regularized right of ap- 
peal. Indirect channels and pressure were used but approval by the pre- 
fectural governor was final. There were charges of favoritism and dis- 
crimination and in the early days complaints because wages in the new 
job might be lower than previous earnings.'^® The government met this 

Labor Mobilization for Victory in the first quarter of 1945,’’ letter from Vice- 
Minister of Welfare, dated March 27, 1945, Tokyo. 

I^Romu Hakhi Ron (Account of Labor Allocation), by Sahaku, Toshio, Tokyo, 
November 1942. p. 87. 
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latter complaint by agreeing to pay the difference by subsidy in the case 
of the conscripted worker who stood to suffer by the change. The slow 
extension and limited application of conscription may be seen in the fol- 
lowing table, which show.< new conscripts channeled into essential indus- 
tries by years, from 1939 to 1945. The term “ labor conscription ” as used 
here is confin^ solely to males who entered essential industries because of 
formal government compulsion, according to the Welfare Ministry. 


Year Yearly Total Cuinulath'e Total 

1939 850 850 

1940 52,692 53,542 

1941 258,192 311,734 

1942 311649 623,383 

1943 699,728 1.323,111 

1944 229,448 1,552,559 

1945* 47,771 1.600,300 


Total 1.600600 1.600.300 


* To August 1945. 

Thus by 1944 the total number conscripted amounted to only 8 percent 
of the male civilian labor force. The Japanese used conscription more as 
a club or threat to drive workers into war industries than as a widely used 
tool for actual manpower allocation. The extreme reluctance of the 
average Japanese worker to be conscripted was a powerful motive in bring- 
ing about voluntary changeover from peacetime to wartime pursuits. A 
Japanese male thrown out of employment by curtailment of a non-essen- 
tial industry preferred to find work through the local labor mobilization 
office in a nearby war plant than face the threat of being sent to some 
other prefecture, away from bis family. If he voluntarily sought work, 
he could choose the type, whereas once conscripted all choice vani^liecl. 
Local labor offices served conscription papers on workers only as a last 
resort. First the worker was called to the labor office and possible jobs 
were suggested. If he did not respond, the police visited him at his home. 
Finally he was lectured by the head of his local neighborhood association. 
If all this did not work, and it usuallj' did, conscription papers were then 
made out. The conscription of graduates of technical schools remained 
in the hands of the Welfare Ministry. The decline in con=cription in 1944 
was attributed by the AVelfare Ministry officials to the fact that the bottom 
of the barrel had been scraped, that there just were no more eligible males 
available for conscription in view of the growing demands of the military 
draft.’® 


’9 A report of the Osaka Police Bureau declared; “The draft system came into 
force since July 1939 and was applied to about 140.000 persona to be allocated to 
factories in Osaka Prefecture, of whom about 60,000 were drafted by the order of 
Osaka Prefectural Governor. But the declining tendency appeared in this field too 
and at last in March 1944 the order of draft was delivered to about 20 persons, of 
whem only one or two were eligible.” See Senji Chu Ni Okeru Doin Kiko (Labor 
Mobilisation System During War Time), Osaka, November 1945, p. 8. 
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They also indicated that it nas piobable that the 'haip increase in the 
numbei consciipted in 1943 had a salutaij effect on iioikei leluctance to 
change jobs and that many moie, lealizing that the go^einment was serious 
about conscription, “ voluntaiily ” went into nar plants in 1944 and did 
not Malt to be consciipted Aside fiom total laboi force figures presented 
previously, showing net changes in laiious fields there were no statistics 
available showing either lefeiiaN by local labor offices or coluntaiy 
changes by woikeis 

When consciipted woikeis weie assigned to a plant, all the other 
workers in that plant were frozen to then jobs In addition, in 1944, em- 
ployees of all designated “munitions companies ’ were also frozen regard- 
less of whether the plant had consciipted woikeis or not The total 
number and distribution of conscripted enteipnses aie shown m Table 41 
It IS apparent that whereas the peak of woikei consciiption came in 1943, 
enterprise conscription occuiied mainly in 1944 as a result of designation 
of munitions eoinpame' The Welfare Ministry estimated that 46 mil- 
lion male woikeis were frozen in jobs m consciipted enterpiises over and 
aboce the 16 million consciipted workers and student' 

TABLE 41 

CosacBiPTED Entebpbises bc Indtistbi, Japcn Pbopeb 1939-45 


Industty 1930 10» lOU 10^2 1943 J9U 1945 Total 

A Cniliau Consciipted Enterpii'es 
(including “Munitions Com- 


panies ) 

Steel 


18 

36 

30 

372 

23 

479 

Light Metal 



3 


72 

3 

78 

Metals 


15 

11 

14 

221 

25 

286 

All craft 


52 

64 

63 

1027 

70 

1,276- 

Shipbmlding 


9 

9 

17 

163 

16 

214 

Machine TooU 


19 

55 

SO 

1077 

62 

1,293 

Chemical 


3 

15 

6 

687 

61 

772 

Textiles 



6 

1 

53 

15 

75 

Foodstuffs 





1 


1 

Other ManufaLtiiimg 


1 

4 

7 

98 

11 

121 

Eleetiic, Gas L 'V^ atpi 





92 


92 

Tianspoitation 






19 

19 

Coal 





277 

9 

286 

Mimng othei than coal 





207 

20 

227 

Total 


m 


HI 

4,347 

334 

5,219 

Military Conscripted Units 

Aimy Labor Units 

4 

16 

31 

15 

13 

13 

92 

Na\y Labor Units 

15 

29 

25 

17 

24 

11 

121 

Total 

4 15 

45 

56 

32 

37 

24 

213 

Government Conscnpted Units 
Tian^^poitahon and Commimici- 








tlOD 





16 

308 
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While Japanese mobilization of women foi the war was better than, 
the German effort, it fell considerably short of what might have been ex- 
pected of a nation “ fighting for its very national existence ” Most of the 
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women who were at work in the war industries in 1944-45 had come from 
reorganized and consolidated “ non-essential ” enterprises, not from the 
unoccupied. The 1944 census showed 25 million women as " unoccupied.” 
Half were under 15 years of age but there were about 6.3 million, women 
between the ages of 15 and 39, classified as ” unoccupied,” who might 
easily have been forced into the labor field had it not been for the re- 
luctance of the government to use compulsion.*" The labor mobilization 
plans had called for only 750,000 “ unoccupied ” women to be mobilized 
for war work during the five years 1940-44. Up to 1930 females exceeded 
males in total factory employment in Japan. The textile industry, the first 
major industry to be developed, was staffed primarily by women. After 
the development of the war industries, however, males were more in de- 
mand, and by 1937 outnumbered female factory workers by 50 percent. 
In June 1942 women constituted about two-sevenths of the workers in 
factories. In 1943 the Economist noted: 

From these observations, it is readily perceivable that in Japan the ad- 
vance of females into the labor field has been relatively tardy. The 
reason for this is due to the fact that despite the National Compulsory 
Service Ordinance, females between 16 and 25 years of age have not yet 
been mobilized and aho to the e.xistence of the factory workers’ protective 
laws.*^ 

The protective legislation was suspended, but though conscription was 
urged in some quarters it was not adopted, because, as the Welfare Minis- 
try explained, “the upper class with prejudice against factory labor did 
not support the public opinion that women also should be conscripted to 
war production.” Instead, a variety of measures, designed to induce 
voluntaiy enlistment in war production and through the force of public 
opinion, were adopted. In 1943 a Women’s Volunteer Corps (Joshi Kinro 
Hokoku Tai) was formed for the purpo>e of enlisting unmarried women 
for part-time work for periods of six months. In June, when the Ordinance 
of Labor Turnover Control (Romu Chosei Rei) was revised to prohibit 
men from seventeen designated occupations, the Joshi Tai pei'sonnel was 
used to partially fill the gap. The Volunteer Corps had an air of women's 
auxiliary activity about it, was not satisfactory, and w'as reorganized in 
1944 and renamed the .loshi Kinro Teishin Tai (Women’s Emergency 


The number of ’■ unoccupied ” women increased slightly between 1940 and 
1944. This was due largely to the decline of home industry and to the residtant fact 
that many women, who had responded as " gainfully occupied " in 1940 because of 
their household trades, did not shift to other jobs, as materials became scarce and 
the household industry turning out mostly consumers goods disappeared, but remained 
at home and were reported as " unoccupied ” in 1944. 

Oriental Economist, April 1943, p. 175. 

Woman Labor in Induatin, Welfare Ministry, Tokyo, December 18, 1945, p. 7. 
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Labor Corps). All unmarried women between 12 and 39 who had regis- 
tered in February as “ unoccupied " were subjected to pressure by “ neigh- 
borhood ” associations to join the Emergency Corps. In joining, one 
agreed to serve one year in a war ^lant. Membership reached 472,000 by 
March 1945 but Welfare Ministry officials estimated that half of these 
had been gainfully occupied in some way prior to joining the organization. 
An ordinance in August 1944 tackled the subject obliquely by setting 
standard ratios of women to total employees for various industries and 
prohibiting men from exceeding their percentage share. For example, 
women were to constitute 60 percent of employees in the electric bulb, 
electric communications machinery, dry battery, tools (excluding steel), 
bearing, gauge, and medicine industries; 40 percent in ordnance plants; 30 
percent in aircraft, paints and dyes, rubber goods, etc. In offices they 
were to constitute 60 percent in banking and insurance, hotels and res- 
taurants, telegraph and telephone, etc. 

In October 1944 women working in munitions companies and other 
plants having conscripted workers were frozen to their jobs. Actual con- 
scription to a job, as we have seen, was never used, though it was often 
threatened and the pressure exerted was great. One Welfare Ministry 
official described the procedure as a “ low form of conscription ” because 
of the frequent warnings that if women did not volunteer they would be 
drafted. The Economist commented bitterly after the war; 

During the war, women took to working in munitions factories osten- 
sibly on their own sweet will. The sober fact, however, was that they 
were drafted into war work through “ neighborhood associations ” of whiim 
they were members. Daughters of upper class families were, in many in- 
stances, able to evade compulsory work by being adroitly employed as 
office girls at companies by their fathers or relatives. XeecHess to say 
these girls were able to work in a half-hearted way at places little exposed 
to danger from air raids.*® 

A survey in June 1944 by the Cabinet Bureau of Statistics of factory, 
mines, offices and shops, employing 11 million workei's, placed female 
labor at 32 percent of this total. The only other evidence ** beyond the 
February 1944 census, which would provide a clue to the outcome of the 
1944-45 drive to enlist women in war production, was the national regis- 
trations of February and November 1944 and May 1945. Only unmar- 
ried women between 12 and 39 were required to register. Those in the 
labor force showed an increase of 370,000 between February and Novem- 
ber and then a decline of 290,000 between November and May. Those 


83 Oriental Economist, April 5, 1947, p. 260. 

8A An estimate of the Ministiy of Welfare placed the total increase in the female 
labor ftree between March 1944 and March 1945 at 1.4 million. This included women 
of all ages and students. 
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registered as “unoccupied'’ declined by 100,000 between February and 
November and by an additional 60,000 between November and May.*® 
It is probable, however, that the disorganization resulting from urban air 
attacks made the May 1945 registration less complete than it should have 
been. On the other hand, many workers had fled from factories to rural 
areas as a result of the raid=. All in all it appears that the authorities 
were more successful in inducing changeovers from non-essential to war 
plants than they were in drawing “ unoccupied ” women into the labor 
force. 

Students comprised the largest source of replacement labor for those 
drafted into military service during 1944-45. The student mobilization 
program got under way slowly and late. The 1943 mobilization 
plan contemplated using only 53,000 (undergraduates, as distinguished 
from graduates). At first the Ministry of Education ruled that no student 
could work more than thirty consecutive days. After a trial period under 
thb system, employers protected that it was too short and wasteful of 
effort and did not enable them to make effective use of students. As a 
result in January 1944 the period was lengthened to 120 days. In Feb- 
ruary the ban on the number of working days was lifted entirely. Prior 
to February the Education Ministry handled all requests for student labor 
and officials indicated that they made an effort to keep the primary empha- 
sis on education rather than on labor.** However, in February, the Wel- 
fare Ministry assumed responsibility for the allocation of student labor. 
Prior to July 1944 instruction was held as a rule for six hours a week. 
The student would either report at the school one day a W'eek or teachers 
would visit the factorie” in turn. After July, however, instruction was 
abandoned for the most part, in a few cases held on holidays or before 
and after work at the schools. The authorities discovered that students 
worked better when their teachers were assigned to work with and super- 
vise them in the plants. .\s a result teachers were assigned to factories 
too. In some cases the school itself was turned into a factory. The Edu- 
cation Ministry favored this but the Welfare Ministry did not. The 
Education Ministry declared: 

From an educational point of view the school factory was better than 
the stationing of students in factories, hence we promoted to reorganize 
schools to factories, but in actual number of school factories were not so 
many, because construction of schools was not Stable for factories and 
many industries had not space of materials or establishments. However, 


*“ Comparative Statement oj Results of National Registrations, Mobilization Divi- 
sion, Labor Bureau, Welfare Ministry, Tokyo, October 11, 1946. 

®* See Interrogation of Omura. Seiichi, and Nakane, Hideo, of Ministry of Educa- 
tion, No. 14, Tokyo, October 8, 1945. 
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many guls' middle schools made clothmg of mihtaiy, etc in their schools 
and technical schools engaged in assembling paits ol airplanes, ladio, 
etc 

Students i\eic paid not b> the noik they peifoimed but accoiding to 
giade in school and sex Moieoxci the students Mere not paid directly 
but through the school, nliich fiist deducted its fees, etc, and requiied 
forced savings which iieie to be paid to the student upon graduation 
This was not a very effective incentive foi haid woik and, consequently, 
wheieas the authorities had hoped that the spiiit and enthusiasm of the 
students would give the legulai woikeis a boo^t in moiale, the opposite 

TtBLE 42 

>UMflEK OF &IUDIMS WoBILULD lOR WOSX, D1 SCHOOL 1\D TlPE OF tt OHX 

J WAX Paoput, 1944-45 “ 

(m thousands) 

Octobet 194 i 

Type of Trorl, 


Vaiwnal 


School d. Sex 

Total 

Wai Pio- 
duclion 

Food Pi 0 - 
durtWTL 

Dejenae 
and Evac- 

Misc 





uation 


Umveisitj, Techmtal <L Noimal bchooU 126 

85 

26 

12 

3i> 

Middle School 

1,149 

761 

280 

108 


Pnmary School 

723 

129 

560 

34 


Total 

1,9981 

975 

866 

154 

■Sb 


Febnuay 194 s 




Unneisitv, Technical & Noimal School' 180 

139 

25 

16 


Middle School 

1,629 

1,220 

280 

129 


Pnmary School 

1397 

587 

710 



Total 

3,106 

1946 

1,015 

U5 


Male 

1777 

1,109 

547 

121 


Female 

1329 

837 

468 

24 

. 


July 1946 





Umversitj, Techmeal & Normal Schools 195 

145 

31 

19 


Middle School 

1,603 

1,046 

342 

176 

39 a 

primary School 

1634 

617 

753 

211 

1534 

Total 

3,432 

1,708 

1,126 

406 

192 

Male 

1925 

985 

604 

237 

99 

Female 

1507 

723 

522 

169 

93 


o Data in this table lepresents the degree of mobilization on the successive dates 
shown Since totals for each date do not repiescnt suice'-'Jie sepaiate mobilizations, 
they should not be added 

University school students weie about 17 yeais and oldei Middle school students 
were from 13 to 17 years of age and students mobilised from pnmary schools from 12 
to 14 yeais of age 

0 Mobilized for medical work 
e Breakdown by sev not aiailablc 

^ Mobilized for commumcations and tiansportation industiy' 

Source Ministry of Education 

91 Report on Student Labor Mobilization, Gakuto Doin Kyoku (Student Mobil- 
ization Bureau), Mombusho (Ministry of Education), Tokyo, November 27, 1945, p 8. 
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proved to be the ca&e. Students resented the low level of their wages com- 
pared to regular workers and the fact that they were not paid dii'ectly. 
The hours, as the Jajianese put it, were ten but employers were allowed to 
let students work two hours overtime at no additional compensation, to 
manifest their patriotic spirit. It is little wonder, therefore, that special 
investigators were assigned to watch for “ dangerous thoughts ” among 
the students. 

The 1944 mobilization plan called for the assignment of more than 2 
million students, a marked contrast to the 53,000 of 1943. The number 
of students mobilized for work on three successive dates may be seen in 
Table 42. By October 1944, close to 2 million had actually been mobilized 
and this represented 40 percent of those old enough to be called. By Feb- 
ruary 1945 more than 3 million had been mobilized; this represented 70 
percent of those eligible and about 9 to 10 percent of the total 1944 civilian 
labor force. By July 1945 some 3.4 million had been mobilized but there 
was a decline in the number assigned to war production and an increase 
in those engaged in dispersal and defense and earthwork construction 
projects. How many of the 3.4 million mobilized by July 1945 were 
actually at work is not known, but probably many had gone home or had 
been sent to rural districts by concerned parents. The Japanese relied far 
more heavily upon the mobilization of students than upon inducing “ un- 
occupied ” women to come into the labor force. This was due to the tra- 
ditional social stigma which in Japan attached to women who worked, 
most of whom, in the past, had come from the poorer rural groups. 

To meet the need for able-bodied, heavy workers in the mines and metal 
plants in construction and as stevedores, for which, of course, neither 
women nor students could be used, the Japanese resorted to importation 
of Korean laborers. It was estimated that at the outbreak of the Pacific 
War there were 1.4 million Koreans resident in Japan, of whom 777,000 
w'ere in the labor force and 692,000 were not. Of those in the labor forca 

220.000 were in construction, 208,000 in manufacturing, 94,000 in mining, 

27.000 were stevedores, etc. Only 9,400 were in agriculture or fishing.®* 
The Japanese would have liked to have imported many more than they 
actually scheduled but the opposition of the Governor-General of Korea 
prevented this. The Governor repeatedly protested that war production 


** See Plan For Carrying Out iSfS ffational Mobiliialion, Cabinet Planning Board, 
Tokyo, June 14. 1943, p. 128. 
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in Korea was being impeded by draining off the best workers to Japan.®® 
It was planned to bring in 907,697 Koreans over the years 1939-46 but 
only 73 percent of the quota w as met. Approximately half of the Koreans 
brought in were sent to work in the coal mines. The need for them in the 
mines was repeatedly pleaded by the Coal Control Association. In a re- 
port at the end of the war the Association declared: 


The outstanding feature of mining in Japan is that little use is made of 
machine power because the occurrence and grade of ores is poor and as 
an operational economy. Laborers are in great demand. Because of the 
great emphasis on the aircraft industiy a shortage of shoring timbers, 
blasting powder, heavy oil, equipment, etc. accompanied the shortage of 
labor. An increasing number of those drafted or who have enlisted have 
been skilled youths and men most essential to mine work. The increase 
in accidents, the decrease in labor results due to an accumulated exhaustion 
which is again due to the increase in working days and hours, had resulted 
in a poor feeling by Japanese toward working underground. For that 
reason we had to transfer Korean and Chinese laborers 


In addition, 31,229 Chinese laborers were impoitcd, mainly for use in 
the coal minC''" Both Korean and Chine=c laboiei- were brought in 


®®The changes m Koieas iiopulalion and labor foiie telneen 1940 and 1944 were 
as follows' 

(in thousands) 


mo ISU 


Industry 

Total 

Peicent 
oj Total 
Occupied 

Total 

Percent 
oj Total 
Occupied 

Agriculture 

6670 

748 

7305 

712 

Fishing . . 

130 

15 

191 

19 

Mining .... 

166 

19 

223 

21 

Manufactunng 

425 

48 

694 

68 

Commeice 

537 

60 

435 

42 

Communications 

109 

12 

167 

16 

Public Services & Professions 

171 

19 

285 

28 

Others 

707 

79 

966 

94 

Total Occupied . 

S.915 

1000 

10266 

1006 




1000 

Total Population 

23 548 

1000 

25120 

Occupied 

8915 

379 

10271* 

409 

Unoccupied 

14 633 

621 

14849 

,591 


* Source states, “ Total diHeis fiom 1944 figure due to rounding of percentages ” 
Source : The Imj^ct of Wai and Japanese Impetmliem Upon the Beonomte and Pehtical 
Rehabilitation o/ Koiea, bj' Suagee, J T, and Stalheim N W., Civil Affairs 
Dnision, tVar Dept Jnniiaiv 1947, p 6 1944 data aio estimates. 

Report on Workers in the Mines, op cit, p. 11 


®'A Welfare Ministry lepoit dccUied: "The importation was carried out on the 
basis of the Tieaty to Supply Labor to Japan, concluded between our Government 
and the Xoith China Labor A«ociation in Showa 19 (Chmcie Republic 33) (1944). 
The labor was to be supplied for two years and Japan was to bear the whole burden 
of the expense” The Use of Impoited Chinese Labor, Welfare Ministry Memorandum, 
Tokj 0 October 10, 1945, p 2 



^6 JiTiX’S BCOXOMT IS WiS WD HECOX-«THCCnOX 

nonkr ponterf im wife fnr iwia j-ears. Toarard the end of 1944 thc^ 
■arliiwse ©onmads had €ipired « wre aho’Ji to espiie a ere " advised ” to 
stay another year. Tbare trie did no* take the advice but asked to re- 
toim wie told tlat imfortimaiely no -hipping facilities trere available. 
At the same tme the Home Ministiy issued a bulletin urging better treat- 
ment oi Koreans and FoIIQD 1 ^aIls declaring: 

To devote Koreans and F oimosans to war efforts, they are to be treated 
betta- poIi&aHy and in other respects The measures for better treat- 
ment m general are as follows: 

(It "ftie Japanese people mifci be enlightened to understand Korean* 
and ronuosans. 

(2 1 The police must rrejT rhcm with ti r -arae consideration as the Jap- 
anese people. 

(3) The adminisJratioti of Korean laborer* inu«t be improved. 

(4 1 Equality of opportunity a? far as education i- concerned will be 
lealiied. etc.®- 

Sinre edurational opprrfunirie- in Janaa had almo-t vani-hed. the last 
point v,as ta-y to af■llle^e Prrpomonaiely few Korean* were used in 
agriculture becau-e -upe ru-ion would ha' e been difBcult and the Japanese 
did nor tni-t them. one Mini-try of .\griculture official remarked. " If 
we had warned thrm to grow rife, we might ju-r a* well have left them in 
Korea " In 1943 they were extcn-ively employed a* day laborer- in con- 
struction. di-per-al and defense project' Even in 1944 they constituted 
over half of the employee* of the forty-four laree-t contractors in Japan. 
While the 667.684 Korean* brouaht in fon-tituted only a small percentage 
of the male civilian labor force, they filled a jiaitieular neeil for able-bodied 
male- in coal mining and ron-truftmu 

Several other minor -ource- of labor were tapped by the Japanese. 
They u-ed convict*. POM '*. and formed a Labor Corps to enlist for part- 
time work those already holding job= or the unoccupied for short periods. 
Since the Japanese felt they con'd tni-t the convict' more than the Koreans, 
they used them principally in shipbuilding and aircraft manufacture and 
to a lesser extent in con-truction. Of a reported 51,758 prison inmates in 
Japan proper, a« of March 1945, 56 percent were being utilized in some 
form of war work. 

While the number of prisoner- of war held in Japan proper wa= small, 
they were put to woik in greater proportion than were the Japanese con- 
victs. The total number of pn-oner^ of war in Japan proper was reported 
as 20,828 in ilay 1944 and 32,418 in .\ugust 1945. The later figure, ac- 
cording to the Japanese, represented only the number able to be repatri- 
ated from Japan proper. In the period Januarj- 1, 1942-August 1945. 3,- 
432 were reported to have died in pri-on camps on the four home islands. 

^ Fvojecl to Better the Treatment of Koreans and Formosans, Home Mmistn*, 
Tokyo, December 5. 1941. 
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Approximately 80 percent of those held were at work in May 1944 and 
60 percent in August 1945. 

The Patriotic Labor Service Corps (Kokumin Kinro Hokoku Tai) was 
organized in November 1941. Its purpose was basically to mobilize work- 
ers in non-essential fields, as well as the unoccupied, for either part-time 
work or for short-period full-time work on “ vital ” projects. While the 
Ecmomist during the war announced that members of the Corps “ work 
with the order and precision of the Imperial Army," a Welfare Ministry 
official after the war declared that services performed were not very satis- 
factory due to lack of experience, reluctance to work, short periods at 
work, frequent turnover, but that “ there was no other way to get some 
jobs done.”®* The number of man-days reportedly worked by members 
of the corps in various fields shows that the bulk of the effort was cen- 
tered in agriculture and most of the hours worked were put in by students 
or by farm women who would have worked even if there had been no 
corps but who enrolled and were given credit for it. In the spring of 
1945 a People’s Volunteer Corps and a Labor Command System were both 
provided for on paper. The former was to include the Kinro Tai and was 
to assist the Army in defense projects and, when the invasion came, to 
fight alongside the Army. The latter authorized the Welfare Ministry and 
the prefectural governors to requisition workers for mobile labor groups, 
to aid dispersal, repair damage, etc. Because of the breakdown of con- 
trols attendant upon the urban air raids, neither was at all effective. As 
Hoshino declared, “ The whole thing was far too feeble and with the 
bombings the people were too busy looking after themselves.” 

Wages 

The Japanese wage system was the antithesis of the .-Vinerican “ equal 
pay for equal work” practice, Japanese wages are compounded of many 
factors. The basic wage varied according to sex, age, education, and ex- 
perience. Upon this were heaped a series of special allowances, bonuses 
and payments in kind. The system was a queer mixture — the employers’ 
birthday bonus, a product of traditional paternalism and the “ incentive ” 
payment of modern “ scientific management ” were combined, among 
other factors, in the same brew. There were family allowances, commodity 
price allowances, dwelling allowances and allowances for leadership, special 
positions, night work, holiday work, regular attendance, first-class skill, 
second-class skill, overtime, seniority, etc. There were also deductions 
for health insurance, retirement, savings and food charges. There were 

a® Oriental Economist, October 1943, pp. 463-67. 

•‘Interrogation of Suzuki, S., Labor Bureau, Welfare Ministry, Tokyo, November 
16, 1946. 
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special bonuses paid either at New Year’s or at the 0-Bon Festival in July. 
There were also payments in kind such as food, clothing, housing, sub- 
sidized lunehes, welfare activities and commuters’ train tickets. The Re- 
search and Statistics Division of SCAP declared: 

The complexities of the Japanese wage structure, with its combination 
of elements of feudalism, paternalism, efficiency systems and government 
interference, make it very difficult to get complete reports. It is even 
doubtful whether many employers have sufficiently adapted their practices 
to a capitalistic type of accounting to know what their labor costs are. 
AVorkers frequently do not understand what is owed them."= 

An account by the Iron and Steel Control Association of wages paid 
in the industry helps to portray the infinite variation. Out of 140 iron 
and steel mills covered in the report, only three small factories followed 
a monthly system. The daily wage system was usually limited ‘‘ to 
workers in warehouses and workers engaged in miscellaneous tasks." 
Most of the iron and steel workers were paid a basic salary plus incentive 
bonuses. The association declared. ‘‘ Since there were many variations in 
the details of the system, it is difficult to find an illustration. On the 
whole the incentive bonus usually ranged from 20 percent to 200 percent. 
As a rule the figures were between 40 and 70 percent." 

The bonus for light work was usually less than that for heavy work. 
AYomen received less than half the average male wage. Male workei-s 
under 20 received half the wage of those between 20 and 30, while those 
over 30 received a basic wage higher than the 20-30 group. Beginners, re- 
gardless of age, were for a short period paid less than the regular wage, 
then their wage was automatically raised to whatever prevailed for men in 
their age and status group. Koreans were paid, on the average, less than 
the lowest male Japanese worker, and their wage varied, not according to 
their age, but according to the length of time they had been in the industry. 
If they had been in the industry six months they received 72 yen a month; 
after a year and a half they received 97 yen. Students were paid accord- 
ing to a table prepared by the ^Ministry of Education, which was roughly 
as follows: 


Class ol Students Basic Compemati on (yen per month) 

Mah Female 

University 70 

Technical 60 50 

Normal 60 50 

Middle 50 40 

Higher Primar}' 33 28 


Normally, one-thirtieth of a month’s salary was deducted for each day’s 
absence, but not all plants followed this practice. One-two-hundredth of 


•'’Special Report No. 13, Economic and Scientific Section, SCAP-GHQ, Tokyo, 
August 9, 1946, p. 3. 
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a month’s wage was added for each hour of overtime. Carfare was paid 
to and from work. Work clothes were supplied or loaned. Special allow- 
ances of food and drink were granted. There was a special family allow- 
ance, to be discussed later. “ Earnest ” workers were rewarded by a special 
bonus of 10 yen per month.'"’ 

Tables of wage scales paid in Army arsenals in Japan from August 
1944 on show standard base pay variations by age, sex and years of ex- 
perience. Thus a 29-year-old male worker with three years of experience 
would receive 46 sen per day more than a female of the same age and work 
experience, regardless of the tasks to which both were assigned. A 39- 
year-old male worker with three years experience would receive 20 sen per 
day more than the 29-year-old with the three years experience even though 
both did exactly the same work. If the 39-year-old had two children he 
would probably have received 30 yen more per month than the unmarried 
29-year-old. 

Salaries of company employees, as against laborers’ wages, depended 
to a considerable degree upon what school they had graduated from, as 
well as age, size of family, and length of time in employ of the company. 
An interesting study by the research division of the Bank of Japan on this 
subject declares: “ Naturally, also, the salaries vary according to the period 
of time after graduation from school. In this latter case the new employees 
cannot receive a salary higher than that which is being given to the old 
employees who graduated from school in the same year and who are al- 
ready in service of same company.”®'’ 

A 25-year-old graduate of a university automatically received 56 yen 
per month more than a 25-year-old middle-school graduate. Moreover, 
large bonuses and allowances were paid to graduates of higher schools. 
Graduates of government universities rated higher salaries than graduates 
of private universities. Bonuses and allowances were usually far in excess 
of the basic salary and varied to a considerable degree with business con- 
ditions. Bonuses up to nine months’ salary were customary and could be 
distributed without government permission. Older employees usually re- 
ceived bonuses in excess of their yearly basic salaries.®® 


®® Labor in Iron and Steel, Iron and Steel Control .\ssociition, Tokyo, November 
1, 1945. 

®r Study oj Regulations Controlling Salaries oj Company Employees Engaged in 
Industrial and Economic Activities in Japan, Besearch Bureau, Bank of Japan, Tokyo, 
December 1945. 

®® Salaries o! office workers were controlled by the Ordinance for Control of Com- 
pany Accounts (Kaisha Keiri Tosei Rei), whereas factory workers’ wages were subject 
to the Ordinance of 'Wage Control (Chingin Tosei Rei) . 
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While this affords only a brief picture of the complex nature of the 
Japanese wage structure, further details will be presented in the follow- 
ing discussion of the nature of wage control in Japan during the war period. 
The basic wage controls were adopted during the China War Period; the 
Pacific War period for the most part witnessed a progressive relaxation 
of these controls under the growing inflationary pressure and rising cost of 
living. The controls were never abandoned entirely but, as the black 
market, particularly in day labor, grew and firms were forced to bid higher 
for workers, the controls were either relaxed or ignored. Wage control 
must be divided into two parts: that which pertained to general factory 
labor and that which applied to casual day labor. The latter W'as far 
more difficult to regulate, and the black market which developed in it 
tended to draw regidar labor from the factories. Wage control was based 
on the National General ^Mobilization Law of 1938 which authorized the 
government to “give necessary orders. . .with respect to wages, salaries 
and other conditions of work.’’ 

Wages rose appreciably during the China War period, the average 
monthly factoiT money wage for males rising from 65.42 yen in 1936 to 
71.02 in 1939. Commodity prices rose more sharply and in 1939, when the 
government took the first steps to control prices, it also moved to place 
a ceiling on wages. The first wage regulation order was promulgated on 
March 31, 1939, to take effect August 8. It fixed initial wages for un- 
skilled labor in mining and heavy industry. The country was divided into 
four districts and standard initial wages were fixed for each group in each 
district for factories and mines, W'ages in mines being further divided into 
in- and out-of-pit work. The initial wage, which did not apply to 
“ peacetime ” industry, was a reduction of from 10 to 20 percent under the 
prevailing rate. As a result it could not be enforced, and, as a matter of 
fact, very little enforcement, which was left to prefectural authorities, was 
actually attempted.^®” 

Shortly after the German invasion of Poland, Japan moved to freeze 
both prices and wages. The Temporary AVage-Regulation Order of Octo- 
ber 18, 1939, froze wages at the levels prevailing on September 18, 1939. 
The measure had some braking effect on the wage trend. Whereas average 
monthly money wages of factory workers had risen from 66.48 yen in 
1938 to 71.02 in 1939, the figure for 1940 rose to only 72.89. When the 
ordinance expired in October 1940, however, it was replaced by another 
Wage Control Ordinance which became the basic wartime wage control 

••'For a gieat many additional illustrations see “Shikin Tosei Hei Kankei Hoki" 
(Rules Relating to Control of Wage Payments), Kinro Kyoku, Koseisho (Welfare 
Ministry) Tokyo. August 1944, or for an earlier account “ Wage Systems in Factories 
and Mines,” Rodo Kyoku, Koseisho, Tokyo, June 1940. 

n>“ffompo Zaikai Josei, Mitsubishi Keizai Kenkyu Kyoku, Tokyo, September 1940, 

p. 21. 
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measure. There were three e>scntial features to this measure and its many 
subsequent amendments. It piwided for a maximum entrance or initial 
wage, for a minimum wage, and since it was not deemed feasible to fix the 
precise wage of the individual worker by means of average hourly rates, a 
limit was placed on the total wage payments of individual companies and 
plants. The Ministry of IVelfare, in conjunction with the prefectural 
authorities, was to work out the various age, sex and regional differentials. 
IVorkers whose pieeewoi'k rates or commission rates were approved by the 
authorities, day laborers, office workers, and certain other groups were 
exempt from these restrictions. 

The maximum entrance wage was designed to prevent labor pirating, 
reduce turnover and migration, ilaximuin entrance wages remained in 
effect in the case of unskilled workers for a period of three months; in the 
case of skilled workers for one year. By requiring that during the first 
six months in a new job the worker should receive 20 percent less than 
would ordinarily be paid, tlie Japanese had hoped to reduce turnover. 
Since this worked a hardship on those changing occupations from' non- 
essential industries to war plants, it was soon necessary to provide that 
the 20 percent provision could be waived with permission of the prefec- 
tural governor. On the other hand, in order to encourage transfers from 
non-essentional to war industries, the maximum entrance wages in the 
former were set at lower levels than in the latter. To a degree, however, 
this was merely recognition of existing conditions. A contrast between a 
war and a non-war industry is shown in the table below. The figures are 
maximum hourly enti'ance wages for class-I districts, for male workers 
under 30.’“' 

A — “ Metal and Engineering Industries “ 

(scu per day) 


Y’ ears of Aqc Group 

Experience u-li li-la JS-17 lS-19 SO-il S5-30 

Under 1 year 95 123 149 173 192 208 230 

1 to 3 125 142 168 193 213 231 257 

3 to 5 178 196 218 240 262 288 

5 to 10 224 238 257 280 311 

10 and over 308 339 


wr Three wage di&uentiationa on a geographic basis were provided : Class I con- 
sisted of Tokyo, Kanagawa, Aichi (Nagoya), Osaka, Hi'ogo, and Fukuoka. Class II, 
Hokkaido, Fukushima, Ibavaki. Gumma, Saitama, Chiba. Niigata, Toyama, Gifu, 
Shisuoka, Mie, Shiga, Kyoto, Nara. Wakayama, Okayama, Hiroshima, Yamaguchi, 
Ehime, and Nagasaki. Class III, Aomori, Iwate, Miyagi, Akita. Yamagata, Ishlkawa, 
Fukui, Yamanashi, Nagano, Tottori, Shimane, Tokushima, Kagawa, Kochi, Saga, 
Kumamoto, Oita, Miyasaki and Kagoshima. 
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B— Textiles 
(aea per day) 


Yearsoi dpf Group 

Experience li-lS tJrlS t«-l~ iS-l9 2i-U S5-30 

Under 1 year 90 114 140 166 185 204 223 

1 to 3 105 119 145 169 188 208 232 

3 to 5 134 149 172 190 212 245 

5 to 10 161 177 194 215 250 

10 and over 225 260 


Source: Wage Structure oj Japanese Industry Under Wartime Control, Welfare Minis- 
try, Tokyo, October 29, 1945. 

The minimum wage was designed to protect the worker but neither at 
this time nor for the subsequent war years was the worker very likely to 
be offered a wage near the minimum. In view of the freezing of workers, 
however, it provided a needed legal safeguard. The relationship between 
the fixed minimum wages and the maximum entrance wage for an un- 
skilled male manual worker under 30 years of age, in industry, is shown 
below (sen per day) 


A— Minimum W.u;e 


U IS l.i IS m 17 IS IS 90-Sl Jj-ii Jo-iS 


lat Class .. 

52 

55 

59 

66 

73 

80 

87 

94 

105 

116 

128 

2nd Class , , 

, 48 

51 

55 

58 

66 

73 

80 

87 

94 

101 

109 

3rd Class . . 

40 

43 

47 

51 

54 

81 

68 

75 

83 

90 

98 




B- 

-Maximum Extraxce IV ace 





Districl 






Age 






1b~ 

13 

14 

IS 

le 

IT 

IS 

19 

SU-SI 

JJ-di 

dS-iiU 

1st Class . . 

. 78 

85 

91 

104 

117 

130 

143 

156 

175 

194 

213 

2od Class . . 

72 

79 

85 

92 

104 

117 

130 

143 

156 

169 

181 

3rd Class . . 

60 

67 

73 

79 

86 

99 

112 

125 

138 

150 

163 


The third control, the average hourly wage rate, was an interesting 
device.'"® It was not used to set wages but to keep a factory’s total pay- 
roll in line. Total man-hours worked in a given period W’ere multiplied 
by the " average hoiu ly wage ” used as a standard for that industry by 
age and by sex and the result was compared with the actual payroll. If 
the payroll exceeded the computed amount and no satisfactory or accept- 
able reason was given for the difference, the plant was ordered to bring 
its wages into line. The following table compares the average hourly wage 
standard set by the ilinistry of Welfare for certain industries with the 
hourly rates prevailing in the same industries in Tokyo (Welfare Ministry 
rates for Class-I districts are used for comparability! during the period 

'"-Source: Wage SIniclure oj Japanese Industry Under Wartime Control, op. cil. 

For a discussion of the development of this form of control, see Rodosha 
Seisaku No Kompon Mondai (Basic Problems of Labor Policy), by Fujihnshi, lueizo, 
Tokyo, 1943, Chapter 4. 
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January-March 1944. The results provide an interesting commentary on 
the effectiveness of wage control,’^ 


A— Welfare Mixisihv Hourly Eabnixos Stakd.ards, Oct. 1, 1941 


Industry 

Metal Refiniag 

Electrical Machinery .. 

Aircraft 

Shipbuilding 

Optical Instruments . . . 
Ordnance 


(m sen) 


Male 


Under SO 

S0-S9 

so & Over 

18.1 

310 

42.7 

17.4 

310 

43.4 

19.0 

36.1 

45.7 

19.0 

36.1 

45.7 

16.6 

310 

42.0 

174 

310 

43.4 


Female 

Under so 

S0-S9 

SO (fc Over. 

13.7 

15.5 

16.0 

13.7 

150 

16.0 

13.7 

150 

16.0 

13.7 

150 

16.0 

13.7 

ISO 

16.0 

13.7 

15.5 

16.0 


B— Actu.al Hodrly Earxixos— Tokyo. Jax.-March 1944 
(in sen) 


Male 


Female 


Indilitrj/ 

Undergo 

SO-fS 

30 & Over 

VnderSO 

S0-S9 

SO (t Over 

Metal Refining 

24.3 

393 

460 

13.3 

19.6 

23.3 

Electrical Machinery . 

. 22.6 

40.1 

51.4 

1S.D 

26.4 

25.7 

Aircraft 

26.1 

433 

52.9 

22.7 

28.7 

33.7 

ShipbuUdicLe 

. 27.1 

50.7 

480 

180 

237 

263 

Optical Instrumeata . . 

24.9 

613 

81.4 

16.9 

310 

32.1 

Ordnance 

. 253 

43.4 

48.2 

18.4 

23.7 

24.3 


It should be noted, however, that various changes in the three controls 
mentioned were progressively relaxed. In January 1943 family allowances 
were excluded from the calculation of maximum entrance wages. The 
family allowance system had been established in 1940 and twice extended. 
It provided initially for payment of 2 yen per month per child to each 
worker who earned less than 70 yen per month and had dependent children 
under 14 years. The extensions wiped out the earnings limitation, ex- 
tended definition of dependents to parents and grandparents, and finally 
raised the amount to 10 yen per month for each dependent. The exclusion 
of family allowances from the restrictions of the entrance wage meant, 
in effect, an increase in the ceiling. In addition, at the same time, a new 
allowance, called a “ beginner’s allowance,” was permitted, over and above 
the maximum entrance wage. It amounted to 30 sen per day for male 
factory workers and 20 sen for women; to 50 sen per day for male miners 
and 30 sen for women. In February 1943 tlie period of application of the 
maximum entrance wage for skilled W’orkers was shortened from one year 
to six months. Later in the year the five war industries that were being 
favored at that time — iron and steel, coal, aircraft, light metals and ship- 
building — ^were permitted to ignore the total wages limitation provided the 
prefectural governor approved any increases in wage payments.^’ Since 


iMIbid., p. 7. 

rcsOnenint Economist, July 1943, pp. 320-32, declared; “Under the proposed sys- 
tem when an employer in the designated industries revises regulations governing wages 
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firms in these industries were always able to justify increases on the ground 
that the}' were necessary to obtain and keep workers, it was difficult for 
the prefectural governors to refuse to grant increases especially as the cost 
of Ih'ing rose. However, the combination of a ma.vimum entrance wage 
plus freezing of workers on the job did serve to prevent runaway wage 
increases. A 10 percent increase in hourly wage rates for coal miners was 
approved as was a 15 percent increase to stimulate wooden shipbuilding. 
In 1944 an “ agreement ” wage system was legalized. All the existing 
controls remained with their varying states of enforcement, but if the IVel- 
fare Ministry, prefectural authorities and employers worked out an agree- 
ment for a higher wage rate it could then be granted regardless of the 
provisions of any e.xisting ordinances. This applied to all industry and 
particularly to day laborers. Communications workers and seamen were 
given substantial increases under an “ agreement,” to mention but a few. 

Supplementary payments had also been subject to control under the 
1940 wage ordinance. Approval of the prefectural governor was necessary 
to grant bonuses amounting to more than either an average per person 
per year of 60 yen or 40 days’ standard pay. This applied to workmen’s 
wages. With respect to salaried company employees fexecutive category), 
any bonus over nine months’ basic salary could not be granted without 
government permission except that a bonus amounting to an additional six 
months’ basic salary could be granted in government bonds, without per- 
mission. Similar limitations were placed on other allowances, but in 1943 
and 1944 approvals of exceptions increased as the price level rose. 

The administration of wage controls was very poor. The burden fell 
on the prefectural authorities and they were not equipped to do the job. 
It would have taken a very large staff of expert accountants to control the 
situation. The local labor offices wei-e swamped with the mobilization 
problem. The economic police could swagger and bluster and intimidate 
the little fellow but against the larger firms they were powerless. In a 
wartime report, the police of one prefecture complained: 

Certain industrialists are engaging in illegal practices under the pre- 
text of supreme necessity and do not fear punishment in accordance with 
the laws of the land. Those who have fallen into these practices, blindly 
relying too much upon military protection, distrust the officials, are dissat- 
isfied with the controls, and give indication of their open opposition thereto. 
Such actions by industrialists can never be tolerated and they must be 
made to suffer for them. The prefectural authorities are making many 
surprise visits to industrial establishments in order to nip wage increases 
in the bud, but because of the infinite variety of methods of wage payments, 

and wage increases and obtains the approval of the Prefectural Governor, he is no 
longer subject to the restriction of wage payment on the basis of a collective total. 
He may determine wages or increase wages according to his new schedule free from the 
restrictions provided by the order.” 
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and the opposition of the industrial world, intended objectives are not 
achieved.*”® 

The trend of factory wages in Japan is shown in Table 43. Wage 
figures in Japan were given in terms of daily averages because wage rates 
were set on a daily basis though payment was monthly, usually. The 
figures are those of the Cabinet Bureau of Statistics, which claimed that 
the averages covered the major part of the complex wage payments, in- 
cluding all regular short-term money payments and allowances. They 
do not, however, include bonuses for periods of longer than three months 
or payments in kind. Such limitations, and others of sampling technique, 
must be excused on the ground that the figures are all that are available 
to show wage trends. 

An examination of Table 43 indicates that money wages more than 
doubled over the war years. In the U.S.. over the same period, average 
annual earnings per full-time employee in manufaeturing also doubled.’”* 
In view of the nine-year drain on Japan’s manpower, the reluctance to 
draw married women into the labor force, etc., this was a rather contained 
expansion. It was probably due more to the overall restriction of labor 
than to direct wage control. Smashing the unions, freezing labor in war 
factories, restricting turnover by the workbook system, police supervision 
of the laborers’ movements and whereabouts, all combined to limit the 
worker’s ability to take advantage of conditions of labor scarcity. Only 
by individual effort and pressure via offering of sendees on the black 
market were workers able to exert any influence on wage trends. Prob- 
ably more of the wage increase was due to employer competition, one with 
the other, under conditions of absolute scarcity, tlian to the workers’ in- 
effective individual grumbling. These things, however, are incapable of 
statistical proof or disproof. It is nevertheless clear that, as with price 
trends, currency and credit expansion and government expenditures, the 
tempo of the expansion was speeding up markedly in the last year of the 
war and becoming increasingly difficult to contain. Wages of male factory 
workers rose 40 points on the index between 1944 and 1045, a much larger 
increase than in any previous year. Wages of female factory workers 
rose 100 points compared to a 3S-point increase the previous year, point- 
ing up the impact of the military draft on industry’s increasing require- 
ments for female workers. Women’s factory wages had averaged one- 
third of male wages in 1936. By 1945 their relatively sharper rise had 
brought them up to one-half the men’s average wage. 

100 Present Situation As Regards Control of IgacM, Yamastuchi Prefecture. Police 
Bureau, Labor Control Dept., May 20, 1944, from the files of the Welfare Ministry, 
Administration Bureau, Wage Section. 

107 Tiie figure for 1936 was S1.287, for 1945, $2,525. National Income and Product 
Statistics of the United States, 1929-1946, National Income Division, U.S. Dept, of 
Commerce, Washington 1947, p. 38. 
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Source: Cabinet Bureau of Statistics. 
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The Japanese encountered their greatest difficulty in handling the prob- 
lem of day or casual labor, carpenters, ditch diggers, stevedores, etc. The 
basic 1940 Wage Control Ordinance covered day laborers, but control was 
left to the localities since the AVelfare Ministry had its hands full de- 
termining average hourly rates, minimum wages and maximum entrance 
wages for manufacturing, mining, etc. As a result various local author- 
ities fixed different rates from area to area. For example, in 1941, the 
labor section of the metropolitan police in Tokyo fixed day-labor wage 
rates in consultation with contractors. Since the rates were set at less 
than the prevailing wages, a number of day laborers went elsewhere and 
the resultant shortage forced rates beyond the point at which they had 
been before they were fixed. As a result of such developments, the Wel- 
fare Ministry in February 1942 promulgated maximum standard wage 
rates for day laborers. A sample of these rates was as follows:*®® 


Maximum W.age Rates foe D.ay Laborers 
(sen per day) 




Official 
Maximum 
Rate (194i) 

Agreement Maximum 

Occupation 

Class of 

Rate dm) 

District 

Under 

Over 



S mos. exp. 

S mos. exp. 

Carpenter 

A 

4.00 

400 

520 


B 

3.20 

320 

420 

Plasterer 

A 

4.00 

400 

520 

B 

3.20 

320 

4.20 

Stone Mason 

A 

430 

430 

530 

B 

3.40 

3.40 

430 

Earthwoiicer 

A 

330 

330 

400 

■ B 

230 

230 

320 

Coolie 

A 

3.00 

3.00 

3.50 

B 

2.40 

2.40 

2^0 

Stevedore 

A 

4.40 

4.40 

520 

B 

3.50 

330 

4.20 

Driver 

A 

3.60 

3.60 

430 

B 

230 

2.80 

330 

Bricklayer 

A 

B 

420 

3.30 

4.20 

3.30 

430 

330 

Gardener 

A 

3.70 

3.70 

4.10 

B 

2.90 

2.90 

330 


Source: Hislary oj Wage Control o] Day Laborers, by Kaneko, Yoshio, Chief, Wage 
Section, Administration Bureau, Welfare Ministiy, Tokyo, November 17, 1945. 


To skip the intervening period for a moment, this table throws a very 
revealing light on the day-labor situation. So pressing did the demand 
become and so high did black-market wages for day laborers rise that by 
1944 what had been the maximum permissible scale in early 1942 became the 
1944 rate for inexperienced workers. The 1944 scale for experienced 


108 District A included Tokyo, Hokkaido, Kanagawa, Aichi, Kyoto, Osaka, Hyogo, 
Okayama, Hiroshima, Yamaguchi and Fukuoka prefectures; District B, all others. 
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workers (last column i was wlioily unrealistic in terms of what was actually 
being paid, but in view of other wage rates set for industrial establishments 
the Welfare Ministry had little choice. Through the use of various extra 
allowances, however, the Ministry attempted to meet the pressure of the 
sharp actual rise in rates. The day rates fi.\ed for 1942 were for 10 hours 
in ilareh, April, September and October, for 11 hours in May through 
August, and for 9 houis in Xovember through February. Any time over 
these limits brought 15 percent e.\tra. An extra allowance of 30 percent of 
of the rate set could be paid to foremen, gang leaders, etc. A special 
bonus of 50 sen per day could l>e paid for •“ good efficiency,” and 30 per- 
cent extra for special work such as dangerous work, heavy work, work in 
bad weather,^”® on holidays, etc. If the work was compensated on a 
piece-rate basis maximum earnings had to be limited to 130 percent of 
the fixed day rate. This became a big loophole. In December 1942 the 
allowance for '' good efiiciency " was raised from 50 sen to 1 yen per day. 

A Welfare Mini.stry investigation of day laborers in September 1943 
concluded that actual wages were 100 percent (in industrial prefectures) 
and 40 to 60 percent (in agricultural prefectures) above the official 
rates.*’® The report .stated: 

Though in the official wage rates, the time wage system was generally 
adopted, the actual wages were paid according to piece work wage system 
through which the official control of wages was made ineffective. . . . 
day laborers’ wages did not rise in all fields but only in emergency works 
especially in the works connected directly with military affairs. . . . 
though the flight of labor from factories into outdoor works was remark- 
able in 1942, this tendency declined in 1943 because the wages of factory 
workers were raised up and the control of labor turnover was made stricter. 

Actual wages for day laborers at the time (September 1943) and in 
March 1944 were reported as follows: 

(yen i)pr day) 

Tohyo Oxnha Aicki Hyogo 

v)i,i tm im im isjis i9u 1943 im 


stevedore 9.50 11.75 1457 17.00 12.00 14.00 9.40 9S0 

Coolie 4.50 8.00 4.60 9.00 4.00 5.00 525 523 

Carpenter 6.75 9.00 11.00 15.00 750 923 823 9.11 

Pla.stcrer 6.00 723 11.00 12,00 6.60 7.25 820 920 

Mason 720 7,90 850 20.00 7.90 850 1050 1126 


Navvy (Earth Worker) ... 6.13 7.90 720 10.00 7.10 750 7.00 7.50 

The subsequent investigation in March 1944, by inquiry through the 
prefectural police bureaus with summary and conclusions by the Welfare 
Ministry, contained some revealing observations: 

W» Traditionally, Japanese day laborers did not work on rainy days. 

“ Actual Condition of Day Laborers,” Jfodo Kyoku, Kosewho (Welfare Minis- 
try), Tokyo. September 18, 1943. 
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In view of the pi'e>ent social and economic conditions, the current maxi- 
mum wage rates are too low, and so opinion is that they should be in- 
creased considerably. However, prescribed wage rates have already been 
increased to the limit. Raising them would only result in a general in- 
crease in black market rates, and so there would be nothing gained thereby. 
The beginning of arrests of violators and the enforcement of controls, etc. 
has created such problems as labor migrations and restlessness, which 
interfered with production. As a result, arrests cannot be carried out 
under existing conditions and the lack of these make a lie out of wage rate 
control and promote an additional rise in black market wage rates. . .In 
view of the fact that illegal wage rates cause labor pirating, it is necessary 
that companies increase the degree of mutual cooperation in order to pre- 
vent this practice. 

The Romu Hokoku Kai was established to cope with and keep track of 
the day laborers but the ^Ministry noted that the laborers were reluctant 
to join because of membership dues and because they would then lose 
some freedom of movement. It proposed to strengthen the association and 
declared, “ IVe are now studying a plan of prohibiting the employment of 
those who do not possess the membership badge.” The Saitama police 
bureau was quoted as reporting: 

Wage rates are increasinging daily. A majority of labor is not directly 
connected with the war effort and is constantly changing jobs in a search 
for higher wages. Industry is aggravating the situation and making addi- 
tional profits by overstating labor costs in contracts. Koreans, especially, 
are earning between 10 and 15 yen per day and are able to spend half 
their time making purchases in the producing districts. When wage rates 
increase the number of working days decrease.'” 

The Ministry tried a number of further special allowances. In June 
1944 increased allowances for experience were added to the daily wage 
rate. Tlrree yen more per day might be paid to a man with over seven 
years’ experience, two yen to one with more tlian three years’ experience, 
and one yen additional to all those with over a year’s experience. Kaneko 
reported the reaction of the local authorities to this boost. 

Most of the prefectural govemors had opinion that they cannot control 
day-workers’ wages with such low amount. They requested (1) to suppress 
reckless advances of money for military construction, (2) to establish 
rigid control over manpower supply and job distribution for day laborers, 
(3) to raise official day-rate to meet high cost of living.”® 

■ As a result the Ministry decided to adopt the “ agreement ” system and 
also promulgated the scale shown in the “ 1944 ” column of the table, 
" Maximum Wage Rates for Day Laborers,” in which, it was noted, the 
1942 maximum became the new scale for inexperienced workers. However, 


Ml From Investigation oj Day Workers, Labor Bureau, Welfare Ministry, Tokyo, 
March 1944. 

112 Interrogation of Kaneko, Yoshio, Ttkyo, October 31 and November 6, 1945. 
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the new scale was not a hard-and-fast rule but could be made flexible by 
'• agreement.” Subsequently it was badly “ bent ” by agreements and in 
1945, with the vast increase in the draft, the construction of firebreaks, 
the dispersal program and feverish construction of defenses against in- 
vasion, the demand for day laborers became so great that all pretense at 
wage control was abandoned. The climax came when the municipal 
authorities of Tokyo publicly offered 70 yen a day for common labor to 
build firebreaks. There was a public outcry and the municipal chiefs 
defended themselves by stating that the military had been paying almost 
as much and everyone knew it and no one said anything. The job had to 
be done in a hurry and that was the only way to get the labor.'i® The 
Japanese were never able to solve the problem of day-labor control largely 
because the military and the contractors, with their cost-plus contracts, 
were willing to pay any price to obtain needed labor. 

Houbs 

Since hours of work were already high, by occidental standards, before 
the war in Japan, it was not possible to increase them sharply during the 
war years, Average daily working hours rose slightly from 10:07 in 1935 
to 10:13 in 1939.“* 

The slow upward trend thereafter may be seen from the following table 
from the Cabinet Bureau of Statistics which shows average daily working 
hours in manufacturing and mining for Japan proper in hours and minutes. 


Year and 

Manufacturing 

Month 

Male 

Female 

1941 — Jan 

. . 10.33 

9 61 

1941— Dec 

.. 11.00 

10.15 

1942-Dec 

. . 10.54 

10.09 

1943— Dec 

.. 11.10 

10.15 

1944^Dec 

.. 11.23 

10.47 

1945 — March . . 

. . 11 25 

10,22 


Uining 

Out oj Pit In Pit 


Male 

Female 

Male 

Female 

11.09 

10.19 

10.08 

9.19 

11.10 

10.30 

10.20 

9.45 

11.23 

10.43 

1037 

938 

1138 

10,42 

1036 

1032 

1131 

11.00 

1039 

10.44 

1137 

11.02 

10.48 

10.45 


The quotation at the beginning of the Chapter may well be recalled: “ The 
hours of work are ten but since workers cannot come out of the pits until 
their day’s task is done the actual hours put in are twelve." The Bureau 
labor statistician, Mori, claimed that the figures presented were actual 
hours of work, inclusive of rest periods, as taken from the records of the 
sample of companies customarily surveyed. 

Prior to the outbreak of the China War, there were no legal limitations 
on hours for male workers except in mining. The protective legislation 
of the twenties afforded a measure of safeguard for women and children. 
Factories employing ten or more persons could not work women or youths 


“®See TJSSBS Interrogation No. 13, Tokyo, October 8, 1945. 
tt*Jopa» Yearbook, 19iS-U, Tokyo, p. 627. 
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under sixteen more than eleven hours a day. Night work for these 
categories of workers was prohibited between hours of 10:00 P.M. and 
5:30 A.M. Hours of work for adult males in Japan were limited for the 
first time by the 1928 amendment to the Mining Regulations. Neither 
males nor females were permitted to work underground more than ten 
hours a day. Exceptions in all cases were permitted with the approval 
of the prefectural authorities. In 1939 a general order fixed twelve hours 
as the limit for all work in factories and workshops and since a day a 
week rest was not traditional in Japan, the government urged industry to 
grant two days a month provided for in the Factory Act. Most workers, 
however, solved the problem of lack of rest days by simply being absent. 
The government seemed to be unable to make up its mind at first during 
the war years about hour limitations. In 1941 hours of labor for adult 
males were extended to thirteen hours, inclusive of a one-hour rest period.^*" 
Workers simply took more days off and in 1942 the twelve-hour limit 
was restored. There is no record of any large group of laborers having 
ever worked thirteen hours. In 1943 the pressure of the labor shortage 
grew and the twelve-hour limit was again abandoned and hours of work 
left to the discretion of employers. The flimsy protective legislation for 
women and boys was also swept aside during 1943. Boys of any age might 
work the same hours as adult males, if they could, and women were per- 
mitted to work nights. The two day per month rest period provision of 
the Factory Act was also suspended, but, as may be seen in Table 44, this 
had little effect on actual working conditions.^' The “ days per month " 
worked figure may come as a surprise to those who were taken in by Jap- 
anese propaganda during the war to the effect that " workers were organ- 


TABLE 44 

Average Working Hovrs Per Day and Working Days Per Month in 
Select I.ndvstries, J.apas Proper, May 1944 


Male Female 

H owe -per Day Daye per Month Hours per Day Days per Month 


All mfg. industry . 11.3 23.4 10.5 22.6 

Metals 11.4 24.0 104 23.2 

Automobiles 11.0 236 106 26.6 

Shipbuilding 11.5 22.7 105 23.6 

Aircraft 114 232 10.4 246 

Optical Instruments 12 1 20.9 10.0 216 

Chemicals 11.7 23.2 106 23.4 

Cement 124 23.1 10.0 22.9 

Textiles 11.0 235 105 24.1 

Woodworking 120 246 113 21.2 

Munitions 11.7 23.9 10.9 256 


Source: Labor Division, General Mobilization Bureau, Munitions Ministry. 


ns gee Oriental Economist, August 1941, p. 401 ; also Japan Yearbook, t94S-U, 
p. 422. 


no For a discussion, see Oriental Economist, April 1314, pp. 150-51. 
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izing special units pledged to increase production by working from 7:30 
A.M. to 11 P.M. for a period of seven days without being absent or late.” 

The statistics in Table 44 were taken from a study, by tlic Labor Division 
of the ilunitions ilinistry, of wage ledgers in 4,000 plants in May 1944.’^^ 
Since the ofScials never expected the study to sec the light of day, they 
were free to note that workers were averaging twenty-three days a month. 
The abolition of the two days rest per month provision was just a gesture. 
Workers stayed home when either so inclined, when necessary to obtain 
food in the country, when they could enhance their earnings by pretending 
to be sick and then working as day laborers, or when they became fright- 
ened of air raids. Day laborers, according to Welfare Ministry officials, 
ordinarily worked only about twenty days a month, despite the increased 
demand for labor. The officials said they doubted whether the physical 
stamina of the workers or weather conditions would have permitted a 
longer working month. .lapanese day laborers, despite increasingly high 
wages, could not be persuaded to work in the rain. 

Absenteeism became a serious problem in 1944 and a major one in 
1945.^^* The causes in 1944 were mostly unrelated to the air attack and 
it may be said that until March 1945 the rise in absenteeism was due 
largely to other factors. Thereafter, the increase was mostly the result 
of the air raids. The problem of absenteeism aroused enough comment 
even in early 1944 to bring about a statistical study by the Cabinet Bureau 
in June 1944. The study represents a minimum picture of absenteeism 
since it covered only those ab.»cnt continuously for more than three months. 
The plants surveyed employed 8,770.057 workers and of these 289,105 
had been away more than three months. A. study in terms of man-hour 
loss by the Urban Areas Division of the USSBS placed absenteeism during 
the period October 1943-Septeraber 1944 at 20 percent and then noted an 
increase in the rate by July 1945 to 49 percent. The rcpoi t stated; 

In Japanese data, lost hours are ascribed to general absence, enforced 
idleness, illness, air alerts and bomb damage. The total figures cannot be 
broken down accurately by causes because of the loose interpretation of 
those causes by Japanese plant managers. However, examination of the 
labor force in plants which were damaged by the raids and in plants which 
received no damage, reveals that lost hours increased from 20 percent to 
56 percent (between base period Oct. 1943-Sept. 1944 and July 1945) in 


Slalislics on IVoffes an/i lioufn oj Factory and Mine JVorlicrs, Based on Wage 
Ledgers jor May 13H, Labor Division, General Mobilization Bureau, Munitions Minis- 
try, Tokyo, September 1944. ' 

118 In March of 1943, however, the Welfare Ministry had publi.shed a bulletin en- 
titled “Data and Methods of Counteracting Absenteeism” (Kikkin Boshin Taisaku 
Shiryo), Kinro Kyoku, Koscisho. Tokyo. 
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the case of the fomier, and from 20 percent to 34 percent in the case of 
the latter, and from 20 percent to 49 percent overall for both hit and 
unhit plantsd“ 

The following table was presented to indicate the increase in lost hours 
in bombed and unbombed areas. The percentages are for lost man-hours 
against total scheduled man-hours. 


Base Year 

Area Ocl.’.iS-Scpt.’4i 

Percent 

All Japan-Hit Plants 20 

All Japan— Unhit Plants 20 

All Japan — Hit and Unliit 20 

Tokyo Complex — Unhit PlanI- 17 

Kyoto" 24 

Hokkaido " 28 

Hiroshima 25 


July 1946 
Percent 

56 

34 

49 

40 

40 

44 » 

40 


"Unboinbed. •'Bombed in July 1945 — ^percentage figure for June 1945. 
"Xot bombed until August 1945. 


The report concluded: “ This suggests that the general breakdown of 
the economic and social structure had a comparable impact on industrial 
labor in all the urban areas. . . .Even in Hiroshima and tlie cities of 
Hokkaido, which were relatively isolated from heavily bombed areas, and 
were closer to sources of materials, the rate of increase in lost hours by 
July was comparable to that in the unhit plants in the heavily bombed 
areas." 

At the Nikko tVorks of the Fuiukawa Electric Company, in an area 
that was never bombed, of the 9,500 employees, the absentee rate rose 
from 13 percent in January 1944 to 26 percent in February 1945. The 
plant manager, Kishino, stated that he thought the increase was due to 
employees earning higher wages temporarily as day laborers, though of 
course he could not prove it.^-“ A further clue to the causes of the growth 
of absenteeism resulted from an examination of the records of a number 
of plants in unbombed Kyoto. The greatest absenteeism occurred in the 
spring and fall and it was suggested that workers were probably returning 
to the countryside to assist in spring planting and fall harvesting. Fur- 
thermore, workers customarily took a number of unauthorized days off 
before going into military service and as the draft grew in volume the 
resultant absenteeism would increase. Probably a major factor in the 
growth of absenteeism was the food situation. If you worked an eleven- 
hour day and the government had deprived you of your two days off a 
month and you had to go out into the countryside to forage for food for 


118 From The Effects oj Air Attack on Japanese CVba/i Economy, Summary Report, 
Urban Areas Division, USSBS, Washington, March 1947, p. 25. 

18“ Memorandum on Absenteeism by Kishino, Sakichi, Nikko, December 15, 1945. 
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your family, the only way was to take a day or two off now and then. 
The manager of the Atsuta plant of Daido Steel recognized this: 

In spite of considerable decrease in efficiency, due to loss of compar- 
atively sMlled workers, absolute production had gradually increased till 
November 1944. as a result of conscripted personnel forced into service 
smce 1942. but. of course, fall in quality and decrease in yield were in- 
etitable. Worlanen thus forced into service lacked positive working will 
and had low attendance rate due to incomplete management of forage in- 
stitution by the government, and discontents of those forced into service. 
So it was true that food became most difficult problem in labor manage- 
ment. 

Labor conscription itself increased absenteeism both because of re- 
sentment and. more important, because of the desire to visit one's home and 
often the necessity for handling family affairs. Most of the workers con- 
scripted for war plants in 1943 probably went home for at least a week 
or two in 1944. particularly if their home was a farm where help in plant- 
ing and harvest was needed. Of all the stated causes for absenteeism, 
illness was the largest. IVhile. of course, this would be given in any 
case as an excuse for absence due to causes to be concealed, nevertheless 
it is true that disease and fatigue grew in 1944 and 1945. Long hours of 
work and poor diet took their toll. The manager of ilitsubishi glass 
factory at Tsururai declared that a health examination in .August 1944 had 
revealed that 30 percent of the female workers and boys were suffering 
from beriberi. The manager of the Furukawa Copper Co., in an un- 
bombed area, attributed a 23 percent absenteeism rate at bis plant in 1944 
to “ general physical fatigue,” The Army had less trouble with absentee- 
ism than private companies because most of its regular arsenal workers 
were " Gunzoku,” civilians who took an oath to submit to military dis- 
cipline and to maintain secrecy. With respect to day laborers the Army 
paid sufficiently to secure what it needed. Transportation also played a 
role in the growing absenteei-m. As local transportation broke down 
under the impact of depreciation, lack of replacement, army seizure, lack 
of fuel, etc., it became increasingly difficult for workers living any distance 
from a plant to get to work. A survey at the Tsurumi plant of the Mitsu- 
bishi glass company, mentioned above, indicated that as late as March 
1945 attendance at work of those who lived in adjacent company dormi- 
tories was much better than of those who lived at home. 

Absenteeism, of cour-e, increased as a result of the air raids but the 
Welfare Ministry in an inspection, in late June 1945, of forty-eight fac- 
tories being restored after raid damage, noted a new element. A consid- 
erable number of workers failed permanently to return to work. It 
summarized its findings at these plants in the following figures which 
show workers reporting for work as a percentage of total workers on the 
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Before PresenlonDaleofln- 

Caiegoryofnorkci- Bombing spection after Bombing 

Students — Male 82.2 62.1 

Female J9.9 59.0 

Factoty Workers — Male 83.6 60.4 

Female 81.3 56.4 


rolls.'-^ Reasons for this were set forth in an interesting account by the 
Ministry in its I'eport. 

The main reasons for the absenteeism are as follows: 

1. The necessity of haring to look out for the family after the bombing. 
Those who lost homes and belongings had to find a new place to live. 
Some had to build huts and gather together a few articles of furniture with 
which to live. This took some time. Furthermore the huts did not have 
doors and looks at first and so could not be left alone. 

2. The evacuation of families. Workers usually had to accompany 
their families who evacuated to their former home or to the country or to 
the home of acquaintances. With the evacuation many problems often 
arose requiring the presence of the head of the house. These conditions 
delayed the return to work. 

3. The need to secure the necessities of life. It often took considerable 
time to secure food, clothing, etc. from friends after evacuation. 

4. Some who have evacuated with their families often found it diffi- 
cult to return. Due to the shortage of labor in agricultural areas, they 
usually lent a hand with the plowing, digging out pine stumps, etc., and 
became too valuable for the farmers to peniiit their return. 

5. The danger or the impossibilitjr of sending funds to the families. It 
is difficult to send money so they decide to deliver the same in person. 

6. Difficulties of transportation. Whereas the worker attended regu- 
larly w'hen he lived nearby, the bombing of his house often meant that he 
had to move to some distant house where transportation was poor. 

7. The fact that there was no production going on at the factory. Often 
there was no work except cleanup and repair of machines. Many didn’t 
like to do that kind of work and left (particularly conscripts) with the 
excuse that there was no work. As a matter of fact since it is impossible 
to hire coolies, all, including skilled workers, should really pitch in and 
do whatever work was necessary. . .The fact that workers cannot be 
made to jump in and assist in the clearing of the debris or in other mis- 
cellaneous work is clear proof of selfishness and stubbornness on the part 
of said workers. 

We would not give the impression that factory authorities are just fold- 
ing their arms and standing idly by doing nothing. All the prefectures 
are laying and carrying out the best possible plans under the circumstances. 
For example, those in charge of production secure the assistance of the 
police, mobilization officers and other administrative officials and urgent 
letters to return are dispatched to the evacuees. These letters are quite 
effective but the number who actually return is about 50 percent of the 
total. Some letters are undelivered and many who answer stating that 
they are returning never show up.’“ 


121 Beporl of are Inspection of Factories Now Being Restored, Welfare Ministry, 
Tokyo, July 1945, p. 5. 
i!2/5i(f„ pp. 7-8. 
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While absenteeism was the number-one problem for labor management 
in early 1945, it was by no means the most important problem confronting 
industry. So great was the lack of materials and so inadequate the trans- 
portation facilities that there was sufficient labor on hand to produce what 
could be produced under the circumstances. A Japanese study, very near 
the end of the war. concluded; “ As compared with material resources 
there is a relative surplus of manpower, but there is no efficient exploita- 
tion of it. Although distribution and mobilization of manpower do not 
respond to shifting of production, there is still room for increasing war 
potential depending on its efficient application." 

Although the labor situation had grown progressively tighter there is 
no evidence to indicate that it was the main factor responsible for the 
decline in production that set in during the fall of 1944. Indeed, the 
Urban Areas Division, in the study cited earlier, declared, “ It is clear 
from the declines in various production and labor factors, that there 
would have been sufficient labor, in terms of the number of workers and 
even in terms of productiv e hours, for the volume of production which was 
possible by .July 11945 1."'-* Lack of steel, lack of oil, lack of bauxite, 
lack of ferro-alloys, lack of ships and vehicles, dispersal, had all slowed 
the Japanese economy by the summer of 1945 to the degree that the labor 
on hand was actually excess in terms of plant output. Or, to put it an- 
other way, every plant study on hand indicates that declines in availability 
of raw materials and in output were far greater than in labor attendance. 

Prior to the Pacific War, Japanese industiy other than textiles had 
operated for the most part on a one-shift, ten-hour basis. This was re- 
tained with the addition of some overtime during the war period. There 
was no round-the-clock operation as in the case of the U.S. There were 
two basic reasons why not even a second shift was added by most Japanese 
war plants — shoitage of raw materials and lack of skilled labor. Most 
industries developed excess capacity very early. In 1943, for example, 
output in the steel industry was only half of capacity on a single shift. 
Only three small plants, turning out special steel, worked two twelve-hour 


'-3 A Sun'ey 0 / Natioual Reaniims an of June I-IO, 194o, by Sakomizu, H., Chief 
Cabinet Secretary, Tokyo, June 20, 1945, p. 7. The study noted a labor reserve of 
3,000,000 (industry 2,000,000, eonimerce, 500,000 and others, 500.000) and declared “at 
present, effort is being made to apply this surplus to agricultuie and transportation 
where shortages exist.’’ It al-o noted the under-utilization of the unoccupied, in the 
following tabulation; 

“Workers available for various industries in Dec. 1944 (between ages of 16 and 


« 0 ): 

Male 20.300.000 

Female 24,000,000 

Total 44,300.000 (of these 37,^.000 already engaged 

in industries and armed forces).’’ 


* 2 * The ESecti 0 / Air Attack on Japanene Urban Economy, op. ait,, p. 25. 
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shifts. Had plant capacity been short, additional shifts would have been 
desirable, but without full utilization on one shift it was illogical to think 
of another. The prohibition of night labor for female indu.strial workers 
was suspended to pennit the aircraft industry to operate a second shift, 
but so short was the industry of skilled supervisors that the additional 
shift had to be abandoned in fully half the plants because it proved to be 
unproductive. A few of the coal mines which obtained quotas of Korean 
laborers were able to operate on a second shift but in general this was 
not tnie of the industry as a whole. Shipbuilding was limited by both 
factors. Sufficient steel was not available to support a second shift nor 
were skilled workers. As a matter of fact, while total employees in the 
industry rose between 1943 and 1944, man-hours worked per employee 
per year were lower, reflecting the increase in student and women employees 
and the rise in absenteeisiu. When the ban on night work for women was 
lifted, the communications equipment industry attempted a second shift 
since in a number of plants, particularlj' in radio and radar, more than 
SO percent of the employees were women. Slost of the plants abandoned 
the night shift because efficiency was so low. The manager of the Mataka 
plant of Nihon Mu-en declared that the shift was abandoned because 
efficiency was low, due to the fact that employees to keep warm had to 
huddle around charcoal burners. The manager of the Tamagawa plant 
of the Sumitomo Tsushin Kogyo explamed that due to lack of skilled super- 
vision spoilage was so great on the night shift that it was abandoned and 
workers were put on a 12-hour day instead.'^ It became apparent that 
where materials were available, skilled labor was the bottleneck which pre- 
vented effective use of a second shift, but that in most cases it was the 
materials limitation which made it impracticable. At all events Japanese 
wartime industry was predominantly on a one-shift basis and therefore 
the building of additional capacity in some industries, such as iron and 
steel, when existing capacity was not fully used, was another indication 
of overconfidence and poor planning. 

Productivitv and Efficiency 

Unfortunately, Japanese statisticians had not engaged in measurement 
of productivity and were unable to furnish an overall index of productivity 
such as the TJ.S. Bureau of Labor Statistics compiles. A set of tentative 
minimum-efficiency standards had been drawn up by the Welfare Ministry 
at the beginning of the war but there was so much disagreement over the 
figures that the project was abandoned and copies were nowhere to be 
found at the end of the war. Since the Alinistry was denied access to 


>25 See Short Survey of Japanese Radar, ATIG Report No. 115. Tokyo, November 
20, 1945, Vol. 1, pp. 43-45. (Available in the Library of Congress, PB 8709.) 
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basic production figures by the Army, Xavy and Munitions Jlinistry, any 
index it might have compiled would not have been of much value. Nor, 
apparently, was industiy any better equipped to measure efficiency. Mat- 
suiehi Noguchi, a director of Mitsubishi Heavy Indusuies, said in an 
intenicw on December 7, 194.>. that his organization had made no studies 
of worker efficiency. When the military made new demands, he explained, 
the company estimated how many additional workers they would need 
on the basis of the number working at the time and then padded the 
figure sufficiently to insure obtaining the minimum number required. 

To answer two basic questions, therefore — ^how did the wartime effi- 
ciency of the Japanese worker, as measured by output, compare with that 
of other major belligerents, and. did efficiency in Japan increase or de- 
crease during the war years — it will be necessaiy to rely on such frag- 
mentaiy statistical data and general testimony as are available. While 
this maj' be admittedly un=atiffactorj', in the absence of refined overall 
data, it will permit a fairly clear answer to both questions. 

The progressive weakening of the labor force in Japan during the war, 
the drafting of able-bodied males, of skilled workers, the introduction of 
women, students. Koreans, etc., had the expected result in Japan's two 
basic industries, iron and steel, and coal. Per-capita output of the German 
steel industry in 1941 was 81 tons of ingot steel per worker. The com- 
parable Japanese figure was 54 tons per worker. By 1944 German output 
per worker had dropped to 56 tons while Japanese was down to 21 tons. 
Thus Japanese 1944 output, on a per-capita basis, was only two-fifths of 
the 1941 figure while tlie German figure was two-thirds. In Japan total 
workers in the industry iiad more than doubled while output had declined. 
One interesting commentaiy on the reasons for this was supplied by the 
Kanzaki plant of tlie Daido Steel Works. 

As chief operation in tiiis plant is rolling one by hand driven rolling 
mill it required very strong elbow strength, we cannot mechanize the same 
to cover labor which is one of the .specialities of this plant, so the workers 
must possess anti-heat bodies under high heat operation. 

Under these operating circumstances the sudden shortage of labor (due 
to sickness, shortage of foodstuff and removal) and the difficulties of re- 
placing them are based on their skillfulness instead of absolute number 
which showed not so big discrepancy. 

Thus the replacement of unsuitable workers resulted in very little in- 
crease of manufacturing efficiency so we planned strengthen of labor by 
prolonging operating hours since 1943 but the efficiency went down by and 
by, and that this tendency went to the extreme since the end of last year 
owing to loss of labor-mind and from fear by frequent air-raids. 

Until Chino-Japanese Trouble a regular numbers of 31 workers (6 
heating men, 17 rolling men and 8 adjusters) for 1 set of rolling mill,' out- 
put 500 tons of iron sheet but the same machine with same number of 
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workei's at the eml of war produced 250 tons. There will be many reasons 
in the above fact we think the replacement of skillful workers will be the 
most effective one.’-“ 

The Iron and Steel Control Association, in commenting on the decline 
in efficiency, listed conscription of skilled workers and the increase in 
inexperienced workers as the chief cause; as secondary cause it added 
interruption in flow of materials and deterioration of equipment. It noted 
the increase in older workers, that is, males over forty, and women and 
young boys, and in a section on “ personal efficiency of workers,” listed 
the main causes as (a) shortage of food, (b) shortage of transportation, 
(c) shortage of homes, (d) danger of air raids and absence from air raids, 
and (e) evacuation of families. It noted that much of the commandeered 
labor was living at a distance which necessitated a long trip to and from 
work. It declared: 

The shortage of food was the largest factor in the drop in personnel 
efficiency. Although extra rations were given to the workers and some 
meals were furnished, it was still necessary for them to go into the country 
to buy food. Because of the rise in the prices in food, many hired out as 
coolies evidently to earn more money. . . .Furthermore, inasmuch as 
team work is very important in iron and steel manufacturing the loss of 
key men or skilled workers due to absences or being called to the Array 
greatly cut down the efficiency of the whole team. This was a very serious 
situation. 

Efficiency in coal production not only declined during the war years, 
it started declining from the 1933 peak of per-capita output. The 1933 
figure of 227 tons dropped to 164 tons per capita by 1940. The subse- 
quent decline during the war years, as well as a comparison with output 
in the U.S. and Great Britain, may be seen in the following table:“^ 


Employees (in tliousands) 

1941 

194^ 

1$4S 

1944 

Japan — Total 

339 

Slo 

393 

416 

Japanese Workers 

279 

273 

265 

266 

Koreans and others 

60 

102 

128 

150 

Great Britain 

69S 

709 

708 

710 

United States 

457 

462 

416 

393 

Annual Production (in million metric tons) 

Japan 

55.6 

54.2 

55.5 

496 

Great Britain 

209.6 

206.9 

'197.6 

1916 

United States 

466.4 

528.7 

535.5 

562.1 

Output per Employee per Year (in metric tons) 

Japan 

164 

144 

141 

119 

Great Britain 

300 

292 

279 

269 

United States 

1,021 

1,144 

1,287 

1,430 


^26 English ns submitted by the Japanese. Xot a translation. 

tsr Sources: Japan, Coal Control Association, Tokyo, 194S; Great Britain, Statis- 
tkal Digest, Ministry of Fuel and Power, London, 1945; U.a., Bituminous Coal in 
J944, Indudmg Lignite, ITS. Bureau of Mines, Washington, 1945. 
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While U.S. per-capita output rose significantly during the war period, 
Japan’s and Great Britain's declined markedly, the former by 28 percait 
and the latter by 11 percent. By 1944 Japanese per-capita output was 
less than one-half the British, and only one-twelfth that of the U.S. 
Reasons for the decline in Japan were for the most part similar to those 
described for iron and steel, with the probability that deterioration of 
equipment and lack of repair of mines played a larger role in coal than 
depreciation of equipment did in steel. It will be recalled that it was 
shown in Chapter 3 that equipment breakdowns in the mines of the Mit- 
subishi Mining Company, which accounted for 13.5 percent of the coal 
mined in Japan proper, rose, on an index basis from 100 in 1940 to 608 
in 1944.'2« 

In aircraft, as was indicated in the previous chapter, the specially con- 
structed efficiency index rose slightly from .83 in 1941 to .71 in 1944 and 
then declined to .42 in 1945, but it will also be recalled that compared to 
the U.S. index which rose from 1.42 to 2.76. the relationship between the 
Japanese index and the U.S. index declined from 44 percent in 1941 to 
25 percent in 1944, and then to 17 percent in 1945. In other words, out- 
put on a weighted per-pound per-employee per-day basis in Japan in 1944 
was only one-quarter of that in the U.S. even though aircraft in Japan 
was a new industry and had highest priority in everything. The compo- 
sition of the labor force was not essentially different from that of the U.S. 
As a matter 'of fact women constituted a larger percentage of employees 
in the U.S. aircraft industrj- than in the Japanese, though our draft 
exemption policy was much more considerate of skilled workers.’^® The 
Japanese aircraft workers, however, did not have the advantage of the 
special jigs and tools designed to simplify operations for the new and in- 
experienced worker. 

The chief of the Bureau of Crews of the Transportation ^Ministry re- 
ported that, because of the loss of experienced seamen and merchant 
marine officers, it required 20 percent more personnel to man the average 
6,000-ton Japanese cargo ship in 1944.™ hlajor Ishikawa of the Army 


128 For a (fiscusaion of productivity in coal mining, see Economic Condition of 
Japan, Official White Paper submitted by the Japanese Government on July 4, 1947, 
published as special supplement of Nippon Times, July 16, 1947, p. 4. Average monthly 
output of coal per miner in tons was given as: 1933—18.9; 1936—175; 1941—13.9; 
194S-S.9; 1946-5.4 tons. 

228 Of the 42,000 skilled workers demobilized from the Japanese armed forces be- 
tween March 1943 and April 1945, as a result of industry’s complaint that it had been 
stripped of technicians, foremen, etc., 30,000 were channeled into aircraft production. 
Of the remainder 5500 went into coal mining, 2,600 into shipbuilding, 2,500 into com- 
munications and transportation, and 1,400 other. 

18“ Interrogation of Shiraishi, Kazutaka, Tokyo, October 13, 1945. 
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Intendance Bureau testified that it required 5,000 men six months to 
build an airfield; all the work was done by hand. He cited Chofu Field, 
west of Tokyo, which required one full year to build.’'^' In oil, 8.18 
barrels were refined per man per day in 1940; by 1943 this had declined 
to 3.25 barrels per man per day. Japan required one man-day of labor 
for every 4 barrels of crude oil charged while in the U.S. the comparable 
figure was 53 barrels. Small size of the Japanese units and lack of labor- 
saving devices accounted for the difference. The last source to which the 
Japanese turned to obtain oil, the pine root oil project described in Chap- 
ter 3, was about the most inefficient method of obtaining oil yet devised. 
The production of one gallon of cnide pine root oil required 2.5 man-days 
of work. Japanese plans for the project called for an output of 12,000 
barrels of crude per day. Labor requirements would then have been 
1,250,000 persons per day. As it was the number of persons engaged in 
crude oil production in Japan proper more than doubled between 1942 
and 1944, but production decreased by 10 percent. In chemicals, a com- 
bination of poor equipment, unsatisfactory processes and inefficient labor — 
and there was no way of unraveling the eombined impact — made ex- 
plosives production very costly in terms of man-hours per unit of output. 
Japan required 1,012 man-hours to produce a ton of single-base smokeless 
powder. The U.S. required 5.5 hours. For a ton of TNT Japan required 
272 man-hours, the United States, 10. Japan expended 1.178 man-hours 
per ton of tetiyl and 1,025 per ton of hexogen while comparable U.S. 
figures were 67 and 20 man-hours per ton respectively. The Industrial 
Bureau of the Ministry of Commerce and Industry, under whose juris- 
diction the chemical industry fell, noted that 40 percent of the workers 
involved in the output of nitric acid were drafted and of all the industries 
under its jurisdiction declared: 

Before the termination of the war, against the total male factory 
laborers of approximately 1,500,000 (in the industries under our jurisdic- 
tion) , about 500,000 were recruited and called out for the military services. 
The effect of such large number of recruitment and calling out, on the pro- 
duction efficiency was tremendous and looked as if the balance of military 
mobilization and the industrial mobilization had been broken.*®® 

While a further array of fragmentary statistics might be marshaled, 
the picture was almost everywhere the same — declining per-capita output 
over the war years and when compared with industries abroad very low 
production per worker. While mastery of production techniques in textiles 
had given the Japanese industrial confidence, it could not be carried over to 
mass production in war industries on anything like a competitive basis. As 
Martin Bennett, a U.S. engineer on the Reparations Commission, concluded: 


131 Interrogation of Ishikawa, Y., Tokyo, November 17, 1945. 

Report on Labor Conditions of Manufacturing Plants, op. dt., p, 6. 
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They could not be called efficient managers. The waste of labor in 
Japan is appalling. Because wages are traditionally verj' low, there has 
been no incentive to improve the efficiency of labor by even such com- 
monly accepted means as illumination and safety device®. Most Japanese 
factories have saw-tooth roofs, a design perfected to catch the diffuse 
northern light through the vertical glass sections of the roof, but the Jap- 
anese have not bothered to place their buildings with the glass facing the 
north. Their electric lighting is unbelievably poor in spite of the tremen- 
dous development of their hydro-electric resources. Workers are forced 
to run precision tools by the yellow light of a dim, bare bulb hanging by 
its wire; electric wires are not protected; switches are exposed; no guar(& 
are placed around moving parts or open manholes. Measured by any 
standards, the Japanese, technically, are far behind the Americans.'®^ 


iss " Japan’s Capacity to Produce,” far Eattem Survey, New York, May S, 1946, 



Chapteb Six 


THE CIVILIAN SECTOR 

As one step toward the solution of the food problem, the 
Government, at the regular vice-minister’s meeting on 
July SO, decided on definite plans to collect acorns in 
abundance everywhere in Japan and to turn these into 
food. The entire people will be called upon to give their 
aid. School children and evacuees in particular will be 
enjoined to collect the maximum goal of five million koku 
of aconw.— Nippon Times. * 

The Japanese civilian was hit harder by the war than the consumer in 
Germany, Great Britain or the United States.- Suzuki-san started with 
little and ended with less. In contrast to Germany there was no overall 
plan for maintaining the supply of consumer goods at even a minimum 
level,® Price control was haphazard, rationing incomplete. Nor was 
there any cushion of previously accumulated consumer goods to fall back 
upon. It was the Bombing Survey’s conclusion that the destruction in- 
flicted upon the Japanese civilian economy in six and a half months was 
as great as that inflicted upon Germany during a three-year period. This 
was attributed to the heavier and more concentrated attacks with in- 
cendiary bombs, to the greater inflammability of the Japanese urban areas, 
to the inadequate air-defense measures taken for the feeding, reclothing 
and rehousing of those whose houses were destroyed by the air raids, and 
finally, to the lack of any cushion in the civilian economy as a result of 
the progressive "curtailment and privations which began as early as 1937. 

Nowhere was the urban air attack more effective than in its impact 
upon the civilian sector of the economy. Fatigue, malnutrition, loss of 
weight, growing tuberculosis, excessive over-crowding, all played their 
part in bringing the civilian population virtually to the breaking point. 

1 Tokyo, August 2, 194a. p. 2. 

- See Table 71. 

sin Germany the problem of civilian supply had, fiom the outset, been recognized 
as an essential factor in the war plan and consumer goods production did not fall 
substantially below the 1936-37 level until the last 8 to 10 mouths of the war. Ger- 
many is the only valid comparison with Japan from the standpoint of duration of 
time under control. See The Effecle of Strategic Bombing on the German War Econ- 
omy, DSSBS (Europe), Chapter VII, p. 130. 

353 



354 


JAPAN' 's ECONOMY IN AVAR AND RECONsTHLCTION 


Ev'en in Kyoto, the only large unbombed city, the Medical Division of the 
Survey noted that the entire adult pojnilation had lost about 10 pounds 
per capita, while 65 percent of the adult population had lost as much as 
20 pounds. Konoye. in advising the Emperor to surrender in February 
of 1945, mentioned the great danger of a Communist revolution and pointed 
to the “ rapid deterioration of the people’s living conditions ’’ as one of 
the most dangerous factors.^ So desperate did the food situation become 
in the spring of 1945 that the government decided to curtail the importa- 
tion of badly needed industrial raw materials from the continent, in favor 
of foodstuffs essential to keep the population from starvation. 

Even before the outbreak of the war Avith China. Suzuki-san’s level 
of liA-ing was considerably below that of the West. He lived in a house 
of wood and paper, ate rice, bean paste and fish, rarely or never meat, 
milk or butter, wore clothing of cotton or staple fiber (contrary to Western 
impressions, silk was a luxury product in Japan, reserved largely for the 
export trade prior to 1937) and Avore shoes of cloth with rubber soles 
(rarely leather I . or more likely’ the cA’en cheaper wooden geta. Auto- 
mobiles, washing machine', flush toilets, radios, etc., were beyond his ken. 
More scientifically, on a per-capita basis, consumer expenditures in Japan 
during 1936-37 averaged roughly $98, compared tvith $473 for the United 
States and $354 for Germany.’ The trend of consumers’ expenditures 
thereafter for all three countries may be seen in Table 45. The decline 

TABLE 45 

Indices of Real V.alce of Consumer Expenditures 
Japan, Germany and United St.ates, 1936-44 

(average 1936-37=100) 


Covntry 

Japan” 100 107 109 111 108 99 93 78 

Germany!' 100 108 117 108 105 96 94 85 

United States” 100 96 103 108 116 115 118 122 


Sources: ‘Japan — Appendix B, ‘'Gross Xational Product of Japan,” The Effects oj 
Strategic Bombing on Japan's War Economy, USSBS (Pacific), Washing- 
ton, December 1946. Figures adjusted to 1940 price ler el. 

"Germany (pre-war)— Special Paper No. 1, The Gross National Products of 
Germany, Overall Economic Effects Division, USSBS (Europe), Washing- 
ton, 1945. Figures adjusted to 1939 price level. 

‘National Income Division. Office of Business Economics, U.S. Department of 
Commerce. Figuies adjusted to 1939 price level. 

during the war years for Japan brought real consumer expenditures down 
30 percent from the 1940 peak (50 percent if we use the estimated index 


Memorandum of Konoye Com'ersation with Hirohito,” February 14, 1946, 
translated by Ushiba, T., Bombing Survey, Karuizawa, November 30, 1945. 

5 The corresponding figure for the United Kingdom for 1938 was $351. 
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figure of 59 for 1945) in niurked contrast to the United States, where the 
real value rose steadily throughout the war period* 

As food, clothing, household items, footwear, etc., grew scarce, a larger 
percentage of consumers’ income found its way into savings and taxes. 
The Savings Bureau of the Ministry of Finance^ estimates of consumer 
expenditures for Japan proper indicate that savings and taxes together in- 
creased from 21 percent of total civilian income in 1936 to 41.1 percent 
in 1940 and to 61.4 peicent in 1944. Expenditures for food fell from 28.7 
percent in 1936 to 14.9 in 1944 while clothing expenditures dropped from 
9.1 percent of the total to 1.3 percent, over the same period. While there 
was progressively less and less to buy and strong moral pressure was 
exerted by the government, through the neighborhood associations, to 
stimulate savings, the Savings Bureau figures are undoubtedly exaggerated 
and hardly typical. A more detailed and realistic suiwey by the Mit- 
subishi Economic Research Bureau of the distribution of income for an 
average family of two adults and three children in the lower income 
brackets indicates a larger and more constant proportion spent on food. 
As is shown in Table 46, the percentage absorbed by savings and taxes 

T.tBLE 46 

Estimated Fcrccxtwe Disiributiox or Income or .ix .Average Familt * 

J.WA.v PaoPER, 1936-44 


fsc wa im 1940 1949 1044 

Food 33.1 33.1 35.7 36.2 30.6 

Housing 14.9 13.9 11.6 12.0 7.8 

Fuel and Electricity — 4.4 4.4 45 42 3.1 

Clothing 10.0 92 8.1 8.9 62 

Medical Care 6.1 6.0 5.9 65 6.4 

Miscellaneous 19.2 18.0 175 205 222 

Savings 11.6 145 15 7 10.7 215 

Taxes .7 a 1.0 1.0 2.1 


*Two adiills and three children in the 100-150 yen per month income group. 
Source: Mitsubishi Economic Research Bureau. Tokyo, 1945. 

together rose from 12.3 percent in 1936 to 23.6 in 1944, In addition to 
moral-suasion savings there was an income tax jiaid by everyone with a 
monthly income of over 50 yen. This tax, which rose from 6 percent in 
1939 to 15 percent in 1944, was computed on the gross income less a flat- 
sum deduction of 50 yen per month; a further deduction of 2 yen per 


“Real per-capita consumer expenditures rose 16 percent in the United States 
during the period 1939-44. In Great Britain over the period 1938-44, there was a 16 
percent decline. Most of the docline, however, came between 1938 and 1941 since 
there was only an additional one percent fall in Britain between 1941-44. See The 
Impact of the War on Civilian Coneumption in the United Kingdom, The United 
States and Canada, London, HMSO, 1945, p. 23. 

1 See Interrogation of Imai, Director of the National Savings Bureau of the Min- 
istry of Finance, Tokyo, November 1, 1945, 
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month for each dependent from the calculated tax was allowed. Thus a 
man with a monthly income of 200 yen and three dependents would pay 
an income tax of 16.5 yai per month in 1944, or 8.2 percent of his gross 
income. 

While savings and taxes combined to reduee the purchasing power of 
the consumer, the rising price level coupled with the acute shortage of 
supplies worked the hartbhip. Although the most reliable official price 
indices, based on ceiling prices, indicate an average rise from 100 in 1937 
to 250 in 1945 they fail to take into consideration the fact that the bulk 
of all purchases other than the staple food ration had to be made on the 
black market at much higher than official prices. The Morita index in 
Table 47 was constructed after the end of the war. for the Survey, and 


T.ABLE 47 

CONSUMEB PWCE TRENDS, J.IPAN' FrOFEB, 1936-15 


Feor 

Morila 

Retail 

Prket* 

Bank of 
Japan Re- 
tail Prices 

CBS Con- 
ininerc 
Price Index 
for ll'/jua 

CBSCost 
of Living ■' 

AsaM 
Shimbvn 
Cost of 

jUin. of 
Ayr. dt 
Forestry 
Retail 
Prices t 

Bank of 
Japan 
Retail 


/ft Tokyo ^ 

Earners 

Tokyo 


Living ♦ 

Prices e 

1936 .. 

100 

91 



t . . 

91 

159 

1937 .. 

109 

100 

iob 

iw 

100 

100 

174 

1838 .. 

120 

115 

109 

no 

107 

117 

200 

1939 .. 

133 

128 

119 

121 

114 

133 

224 

1940 .. 

175 

149 

149 

143 

128 

156 

280 

1941 .. 

204 

151 

130 

147 

131 

161 

263 

1912 .. 

266 

155 

132 

154 

134 

170 

271 

1943 .. 

312 

163 

169 

165 

143 

183 

287 

1944 .. 

390 

184 

208 

199 

164 

227 

321 

1915 .. 


247 

254 




431 

Sources: 

> Index constructed by Prof. Yuso Morixa, in 

1945 adviser to Bank of Japan 


aad Professor at Vokohaiua College of Commerce, now chief of the Bureau 
of Statistics, Office of the Prime Jlim-ler. to include effects of black- 
market transactions. 1936 = 100. 


Bank of Japan. Index of Retail Prices in Tokyo, 1937 = 100 ; figure for 1915 
is for August. 

' Cabinet Bureau of Statistics. 1937 = 100; figure for 1945 is for May. 

* Cabinet Bureau of Statistics. 1937 = 100; weights are Pood 48 percent, Hous- 
ing 22 percent, Fuel A Light 7 percent. Clothing 14 percent. Miscellaneous 
9 percent. 

‘Amhi Shimbm, 1937 = 100; weights not known but it includes food and 
drink, dwelling costs, heat and light, clothing and culture ". 

'Retail Price Index of Ministiy of A^’cnlture and Forestry, 1937 = 100; figure 
• for 1944 is as of November. 

sBank of Japan, Index of Retail Prices. July, 1914 = 100; figure for 1945 is 
for .lugust. 

it attempts to take into consideration the actual volume of transactions 
both legal and extra-legal and the probable prices paid in both cases. 
While it has statistical limitations, the indication it gives that retail prices 
rose from 100 in 1936 to over 400 in 1945 is more in line with observable 
facts than the official indices. It serves to highlight the fact that price 
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control in Japan was a poor brake. About all that can be said for it 
is that it served to prevent a runaway inflation in the face of enormous 
credit and currency expansion and growing shortages of goods. 

When the war with China was started, no attempt was made to insti- 
tute sweeping price-control measures. An advi-ory committee on price 
policy, established by tlie short-lived government of General Hayashi in 
the spring of 1937, continued a shadowy and inactive existence for a short 
time until it was dissolved in November 1937, principally because of 
objections from business interests. On August 3, 1937, the government re- 
sorted to the Anti-Profiteering Ordinance of 1917. Legally this ordinance 
had remained valid for rice, flour, iron and steel, coal, cotton yarn and 
cloth, paper, dyestuffs, fertilizer, etc. The ordinance did not provide 
directly for price fixing but for the punishment of actions aimed at raising 
prices by restraint of trade. Punishment under this ordinance was mild: 
imprisonment up to three months or a fine of 100 yen or both. The eco- 
nomic police (Keizai Keisatsu) of the Home ilinistry were responsible for 
its enforcement and as a result it was enforced only against those who did 
not have the means to buy exemption from the police. The list of com- 
modities was progressively extended and in December 1939 the Ordinance 
was applied to all commodities. Selling at ‘‘ excessive profit," hoarding, 
or refusing to sell were forbidden. The measure remained in force through- 
out the war. 

During the fall months of 1937 the government attempted to regulate 
prices of imported goods mainly by autonomous control through govern- 
ment-supervised trade as-ociations, under the authority of the Export and 
Import Trade Control Ordinance. By agreement between producers and 
dealers, maximum prices were fixed late in October 1937 for raw cotton 
and cotton yarn, on the basis of the New York cotton quotations. Soon 
after, such price control was extended to cotton textile. In December 
1937 crude rubber was sulijectcd to similar control. Early in 1938 a wide 
range of commodities was brought under such control, including staple 
fiber which became increasingly a substitute for cotton and wool. These 
measures rested on agreements among producers and dealers and could 
hardly be enforced. As a result prices tended sharply upward and further 
steps were taken by the government. In April 1938 a Central Price Com- 
mittee was established nith the Minister of Commerce and Industry as 
chairman. Parallel commissions were organized in each of the prefectures. 
The national commission was to work out a general program of price 
policy and to determine standard national prices for commodities which 
it thought should be subject to control. The local commissions were to 
determine local prices on the basis of the recommended standard national 
prices. Final decision to put maximum prices into effect was, however, 
reserved to the Minister of Commerce and Industry and to the prefectural 
governors. They were enabled to act upon the Central Price Committee’s 
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advice by the Commodity Price Regulation Ordinance of July 9, 1938, 
which empowered both the ilinister of Commerce and Industry and the 
prefectural governors to establish maximum prices. Enforcement was left 
to the economic police. Moreover, on August 10, 1938, an Imperial Ordi- 
nance authorized the appointment of 3.000 price investigators throughout 
the country with the double function of supervising the enforcement of 
price decrees and of assisting in price fixing. 

By February 1939 prices of more than 60 commodities, including more 
than 1,000 varieties and sub-products, had been officially fixed but the 
price trend continued upward and the government made another gesture 
toward better control. The Central Price Committee was reorganized 
in February 1939 : membership was increased from 30 to 50 and the Min- 
ister of Commerce and Industry cea=ed to preside ex officio. In order to 
enhance the prestige of the Committee an independent chairman. Ikeda, 
formerly general manager of Mitsui and one-time president of the Bank 
of Japan and Minister of Commerce and Industry, was appointed by the 
Cabinet. No new powers were, however, added to the purely advisor}' 
functions of the Committee. Price-fixing authority remained with the Min- 
ister of Commerce and Industry and enforcement with the economic police. 

In April 1939 the Committee published a lengthy set of principles for 
price control which defined in detail the objectives and methods of efficient 
price control. The government, under business pressure, did not adopt 
these principles and in Augu.-t the Committee published " working prin- 
ciples for price control ” which went into even greater detail in describing 
possible measure- of control. The beginning of the European IVar in Sep- 
tember 1939 led to a -harp speculative increase in prices and as a result, 
the government arlopted one of the recommendations of the Committee, 
and by the Price Freezing Ordinance of September 19, 1939. prohibited 
any advance in prices, rents, fees, freight, wages, and salaries above the 
level prevailing on the preceding day. Rents were frozen as of the August 
1938 level. Foreign trade articles, shipping charges, perishable foodstuffs, 
land, buildings and securities were not included in the freeze. No real at- 
tempt was made, however, to hold the line and in fact the government 
shortly thereafter raised the official price of rice 13.2 percent,® without 
consulting the Central Price Committee, and the Monopoly Bureau raised 
the prices of cigarettes and tobacco. The Committee protested. It worked 
out plans for enforcing the freeze and extending it to cover perishable food- 
stuffs, land and buildings. Busines-men protested that the freeze 
cemented impossible economic distortions. Hatta declared: 

The fixed level of prices set on September 19, 1939, was an extreme 
blunder. It was fair for some but unfair for others. . . .we introduced 
the ‘ nail down ’ price system, following the German model of 1936. Ger- 

8 The official buying price for rice was raised 5 yen on November 6, 1939. 



THE CIVILIAX SECTOR 


359 


many adjusted her prices smoothly, but Japan failed to make necessary 
adjustments in the system. So industry lost hope and many articles went 
out of production — especially small items, like nails which were highly im- 
portant in the technical sphere. . . 

The existence of the Committee was prox'ing embarrassing to the govern- 
ment and as a result it was dissolved in March 1940. It was replaced by 
a Price Policy Council of twenty meinbei-s under the chairmanship of the 
Prime Minister himself, and a Central Price Pormation Committee under 
the chairmanship of the Minister of Commerce and Industry. In addi- 
tion a special Agricultural Price Formation Committee was organized. 
The price freeze, however, was renewed year after year and remained in 
force throughout the war.*“ Adjustments were granted when pressure was 
strong enough and for the more important basic commodities separate 
prices were fixed by either the Ministry of Commerce and Industry or the 
Ministry of Agriculture. An interesting picture of the increase in official 
ceilings for certain consumer items between the date of the original freeze 
and the end of the war, may be seen in Table 48. It might also be added 
that none of these items could be obtained in legitimate markets by August 
1945. 


TABLE 48 

Chances in Offici.al Ceiuno Piuce.s fob Selected Consumeb Goods 
Sept. 1939-Sept. 1945 



(in von) 





Article 

Dale 

J/ftllU- 

factwer 

Con/vol 

Body 

WhoU^ 

sale 

Retail 

Pots— Pig Iron 

Sept. 1939 
Sept. 194$ 

2.89 

11.70 

ikio 

3.13 

3.93 

17.90 

Shoes — Men’s Machine Made . 

Sept. 1939 
Sept. 1945 

27.90 

29.40 

1455 

30.40 

19.90 

36.00 

Auto Tiree-32"X6'' 

Sept. 1939 
Sept. 1945 

85.00 

150.00 

15300 

168.75 

98.00 

168.76 

Rubber Soled Canvas Shoes . . 

Sept. 1939 
Sept. 1945 

1.75 

183 

1.98 

.82 

2.15 

Bicycles— 26" wheel 

Sept, 1939 
Sept. 1945 

71.70 

310.00 

31750 

76.70 

9080 

340.00 

Matches— box of 2,800 

Sept. 1939 
l^pt. 1945 

.10 

.52 

25 

153 

27 

1.61 

.29 

1.70 

Soap, Laundry, 1 kg 

Sept. 1939 
Sept. 1945 

.08 

.16 

.17 

.18 

.10 

.20 

Umbrellas. Japanese 

Sept. 1939 
Sept. 1945 

3.97 


420 

1.10 

404 

Source: Ministi-y of Finance. 







SUSSBS Interrogation No. 380, Tokyo, November 17, 1945. 

10 For an account of price control through 1942, see “ Price Control Regulations " 
by Matsuta, Seishin, in Keizai Toseiho Nempo for 1942, Tokyo, 1943, p. 207. 
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The rise of priec'o during 1940-41 led the government to resort increas- 
ingly to the use of subsidies to hold down basic material and food costsd^ 
It was the easiest way out. Both producers and consumers were satisfied 
and the pressure which either a strict price policy or a runaway inflation 
would have engendered was somewhat mollified. For example, from 1940 
through the end of the war the retail price of fertilizer was kept con- 
stant by means of a subsidy to the control company which bought all com- 
mercial fertilizer, despite a 261-470 percent increase in the price paid to 
producers. As may be seen in Table 49, the government subsidy on super- 


TABLE 49 

Febtilizeb Phice Sthuctuee, 1940-45 
(yen per metric ton) 





Superphosphate * 



Date 

Producor'it 

Price 

Control 

Co.Pnce 

Subiidy 

Wholesale 

Retail 

1940 Jan.-Jnly . . 

. . . 57.92 

58.59 

4.46 

6951 

6237 

Aug.-Dcf. .. 

... 71.2o 

5SA9 

17.79 

60.21 

6237 

1941 Jan.-July , . 

. . . 67.04 

5859 

13.58 

60.21 

62.37 

Aug.-Dee , . 

. . . 68 93 

5859 

15.47 

60.21 

63.37 

1942 Jan.-July . . 

. . . 72.87 

5859 

19.41 

60.21 

62.37 

-Aug.-Dee. . . 

. . . 70.01 

58.59 

16.55 

60.21 

6237 

1943 Jan.-July . . 

. . . 75 01 

58 59 

21.56 

60.21 

62.37 

Aug.-Dee, . . 

. . . S635 

5859 

32.89 

60.21 

6237 

1944 Jan.-July . . 

... 115.97 

58.59 

6251 

60.21 

6237 

•Aug.-Dcc. .. 

. . . 115.97 

58 59 

6251 

60.21 

62.37 

1945 Jan.-July .. 

... 269.73 

58.59 

216U7 

60.21 

6237 


♦ Contains 16 pei'cent phosphate salt. 

Source: Ministry of Agriculture and Forestry. 

phosphate rose from 4,5 yen per metric ton in 1940 to 216 yen per ton in 
1945. Ammonium sulphate sub-idy rose from 16.9 yen to 204 yen per 
metric ton. In the ea-e of rice, the producers’ subsidy rose from 5 yen 
per koku in 1941 to 45.5 yen per koku in 1945. With an average retail 
price of 47 yen per koku in 1944, the amount paid to farmers by the gov- 
ernment for their rice was 62.5 yen per koku. In addition, bonuses of 55 
yen per koku for filling the last 10 percent of the predetermined quota, 


44 Clothing and household furnishings were not subsidized; coal, electric power, 
iron and steel, and copper were. .As Nakamura, Chief of the Commercial Affairs 
Bureau of the Ministry of Commerce and Industry, stated : " revisions of price con- 
trol measures were always one step behind actual developments " and subsidies ap- 
peared to be the only means by which the government could hold the rise in check. 
See his interrogation, Tokyo, October 15, 1945, 

4- Originally the koku differed according to locality and period but as standardized 
later it is 4.96006 English bushels, or 5J1902 American bushels, or 1.80391 hectoliters. 
Honjo, Eijiro, The Social and Economic Hiitory of Japan, Kyoto, 1935 (Appendix 2), 
p. 370. 
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and 175 yen per koku for everything in excess of the quota, were inaugur- 
ated in 1944. 

Fertilizers provide a good example of the divided responsibility for 
control and pricing which characterized the Japanese administrative struc- 
ture during the war. Establishment of prices of raw-material ingredients 
and control over the production of fertilizers was the function of the Min- 
istry of Commerce and Industry. Establishment of prices of fertilizer 
products at all levels was the function of the Ministry of Agriculture and 
Forestry which fixed fertilizer prices at cost plus 5 percent of paid-up 
capital. The work of both Ministries in this and the food field was sup- 
posed to have been coordinated by the Food Policy Investigating Com- 
mittee, an independent body, but there is no evidence of its effective oper- 
ation. No overall, independent price-eontrol agency similar to the U.S. 
Office of Price Administration was established during the war. Price fixing 
remained the responsibility of the individual Ministries. The cost-plus 
method was widely employed in the heavy industries, but the price freeze of 
September 18, 1939, was used as the basis for setting ceilings of consumer 
goods. Where it was desired to increase the production of certain goods, 
subsidies were employed. From time to time when pressure or outcry 
against ineffective price policy grew strong, the government appointed an- 
other committee. In May 1943 the Ecormnist noted: 

In view of the demand for a re-appraisal of its price policy, the gov- 
ernment at its meeting on April 26 decided on two-fold commodity price 
counter-measures, important and fundamental.** 

As late as March 1945 it noted: 

The deliberative body for the formulation of a coordinated price policy, 
called the Wartime Price Investigation Committee, an organ which it had 
been known for some time the government was planning to create, was 
finally established on February 19. . . .Above all things, it’s necessaiy 
to examine why the price policy, since the preceding Cabinet, had fallen 
into an impasse. . . . The Price Investigation Committee of the CaJjinet, 
for instance, held a few meetings at the time of its formation and submitted 
once its reply to the government inquiry but that was all. As for the 
Central Committee for Price Formulation, during the past two or three 
years, it has never held any meeting that can properly be called a meeting 
of the Committee to investigate general price measures. Some members 
of the Committee, regretting this, expressed their misgivings and even made 
representations to the Minister concerned, but there was no response. The 
reason for this, as we have learned, was that, frankly speaking, the gov- 
ernment was not prepared to address questions to the Committee, even if 
meetings were held, owing to its inability to fix the basic principles for 
formulating a price policy.*'* 


*s Oriental EconomUt, May 1943, pp. 209-10 

*4 Oriental Economist, March 1943, p. 97. 
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Rationing began in 1939 on a local scale as various municipalities took 
measures to secure an even distribution of limited supplies. On a na- 
tional basis, rationing started in 1940 with matches and sugar. For sugar 
the Minister of Commerce and Industiy established national per-eapita 
rations. For matches, he decreed national rations on the basis of size 
of family. Administration of these rations, however, was left to the 
local authorities and practices differed eonsiderably.*^ The Rice Dis- 
tribution Control law wa.s enacted in April 1939, establishing the Japan 
Rice Company, and a Rice Distribution Control Ordinance was promul- 
gated in August 1940 to control rice distribution through local agricultural 
associations and control organs of rice merchants, but rice rationing to 
consumei’s was not inaugurated until April 1941. This will be discussed 
later. The use of electricity for neon signs, floodlights, etc., was prohib- 
ited after 1939. Sales of gasoline, auto tires and tubes were restricted in 
1938 and gasoline was rationed locally, the monthly allowance for a 
medium-sized passenger car averaging seven gallons. After 1938 no hides 
or leather could be used in the production of sporting goods, luggage, hand- 
bags, etc. The use of nihber was restricted in 1939. Copper could not be 
used for household utensils. A nmnber of textile goods distribution con- 
trol ordinances were promulgated extending control even to waste fibers 
and rags. The u*e of cotton for domestic consumption in yarns and cloths 
was curtailed. Thi> will be examined later. In July of 1940 a very drastic 
step in curtailing civilian coiisuniption was taken. A ministerial order 
prohibiting the production and sale of luxury goods was issued. The pro- 
duction of a wide range of articles such as jewelry, silver-ware, expensive 
textiles such as velvet, chiffon, silk lace, etc., was prohibited, w’hile for a 
wide range of articles of clothing, furniture, watches, etc., production of 
types to sell above a set price was prohibited. For example, neckties sell- 
ing for more than 4 yen, watches selling for more than 50 yen, fountain 
pens selling for more than 5 yen, could not be manufactured. Even res- 
taurant meals above a fixed price could not be served.'** 

The net result of such restriction orders, coupled with the price freeze 
and the corruption of the economic police, was the rapid growth of the 
" hlack market ” in Japan, This began to develop on a wide scale during 
the latter part of 1939. Although no statistics were available, of course, 
on the overall volume of black-markct transactions, various reports give 
some clue and the statisticians of the Bank of Japan kept an informal 
record of the trend of black-market prices. In March 1940, illegal prices 
for second-hand imported automobiles were 30 to 60 percent higher than 


^^Asahi Shimbvn, December 15. 1940. 

IS See “Ticket Distribution System and Purchasing Power” by Takeshima, Tomisa- 
buro, in Koron, July 1940 ; also “ Price Policy and Ticket Rationing ” by Iwasaki, 
Matsuyoshi, in Znisei, July 1940. 
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official prices. Japanese domestic cedar rose lo more than 140 percent of 
the offieiailT-fixed price. In April 1940 the sale of dyestuffs was reported 
at sis times the official price. In June 1940 illegal prices of hides ranged 
from 250 to 3-50 percent above fixed prices. In November 1940 celluloid 
toy prices were quoted at more than five times the official price. In the 
same month coal prices in a free, illegal market around Nagasaki were re- 
l»!ted more than 40 percent higher than official coal prices. It will be 
shown ix subsequent pages tliat the official allowances of food, clothing and 
house furnishings during the 1941-45 period were not sufficient to meet 
consnmeis' needs, thus forcing resort to the black market. As is shown 
in Table 50. throughout the pre-air raid period of the war. black-market 
piic^ rose steadily, jumping sharply when the air raids began. By July 
1945 black-market prices of most consumer goods were on the average 42 
times higher than the official prices for these goods, ranging from 10 times 
higher in the ease of silk cloth to 240 times higher for sugar.’" The most 
acute suffered from this condition were the urban residents who were 
bombed out. and who were forced to re=ort to the black market to replace 
minimum essentials.’’' 

Food 

Because of tlie predominantly mountainous character of the terrain, the 
cultivated land area of Japan is only 16 percent of total land area.y'/In 
1944 the average size of the Japanese farm was veiy small — juri 2,4 acres. 
Only one percent of all Japanese fanners operated farms larger than 
12.25 acres."' Tiny individual farms, endless division of ownership into 
minute parcels, a predominance of tenancy, intensive cultivation, great use 
of fertilizer and high land price* and ground rent, are characteristic of 
Japanese agriculture. Tiie Jlinister of Cmnmerce and Industry reported 
that in 1942 there were only 99 farm tractors in all of Japan, 65 of which 
were on the island of Hokkaido where the size of the farm is somewhat 
larger than on Honshu. 

In 1943 almost 70 percent of the Japanese farmers rented a part of the 
land they cultivated; appro.ximately 50 percent rented more than one half 
the land they cultivated; and about 30 percent rented 90 percent or more of 
the land they cultivated. There was a Japanese feudal adage that 

” See Interrogation of Yamamoto. Y'.. Research Director. Bank of Japan, Tokj*o, 
October 27, 1945, on tiie subject of black-market priees. 

’STwo surprisinglj- outspoken attack* upon profiteering in the black market, the 
greed of distributors and the inadequacies and shortcomings of price control and 
arationing, during the war period, were “ Speeding Up the Readjustment of Enterprises.” 
by Mutsu, Rikiao, in Daiffi Zasski (Great Righteousness), Tokyo, October 1943, and 
"Reasonable Rationing and War Living,” in Diamondo Zaishi, Tokyo, January' 21, 
1944. 

Japanese Farm Tenancy” by Wakukawa, Seiyei, in Far Saslem Svrvev, 
December 19, 1945, p. 365. 
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“ farmers should neither live nor die ” and this was very descriptive of 
Japanese farm conditions. A SCAP report declared: 

Tenancy practices in Japan place the tenant in a disadvantageous 
position. Rent is exorbitant, tenure is precarious, and income from farm- 
ing is so low that it cannot satisfy even his frugal needs. Hence, the dis- 
content and social unrest that characterise the Japanese village.™ 

Total arable land reached a peak of 14,945,000 acres in 1937, and 
thereafter a gradual reduction set in which accelerated rapidly in 1943 
and 1944.®'^ Abandonment due to lack of labor and the establishment of 
new building sites, military installations such as airports, etc., were the 
chief causes of the return of the land to nonagricultural use. Even though 
the arable land area decreased after 1937, however, the extension of double 
cropping resulted in an increased cultivated crop acreage through 1942. 
Thereafter, cultivated acreage, even for food crops, fell off, with the great- 
est reduction coming in mulberry acreage as the government pushed a shift 
from nonfood to food crops.™ Mulberry acreage fell from 1,749,000 acres 
in 1930 to 524,000 acres in 1945. Even rice acreage felt until the middle 
of 1944 and then increased slightly until the end of the war. The per 
acre yield of most crops in Japan also tended to decline during the war 
years. MTieat yield per acre, for example, fell from .91 metric tons in 
1939 to .67 metric tons in 1945. Shortages of fertilizer, farm labor, etc., 
were mainly responsible. Rice yields, however, were maintained at pre- 
war levels due largely to the precedence given rice with respect to fertilizer, 
labor, etc. The rice yield averaged 1 33 tons per acre during 1941-44 com- 
pared to 1.32 tons per acre during the 1931-40 decade. 

Japan depends more on fertilizer than any other country in the world. 
In 1938 an average of 105 pounds of chemical fertilizers was used for each 
acre of arable land in Japan, compared to 9 pounds for the United States, 
and 56 pounds for Germany. The Japanese succeeded in increasing aver- 
age rice yields by 75 percent between 1878 and 1939 by the increased 
application of chemical fertilizers and the development of new varieties 
of rice adapted to such treatment. Fearing the reaction of such new 
varieties if fertilizer should become scarce, they sought, just prior to Pearl 
Harbor, to obtain the seeds of their obsolete varieties.™ The importance 

“Farm Temncy in Japan, Report No. 79, Natural Resources Section, SCAP- 
GHQ, Tokyo, June 25, 1947, p. 6. 

^^Noji Tokeihyo (Statistics of .Agriculture), Ministiy of .Agriculture and Forestry, 
Tokyo, respective years. 

“Tea and pyrethrum acreage was sharply reduced as well. Tea production 
reached a peak of 137 million pounds in 1941 and then fell to 54 rrrillion pounds in 
1945. The pyrethrum plant, a member of the chrysanthemum family, is the source 
of an important insecticide and prior to the Pacific War was exported in coirsiderable 
quantities by Japan. 

23USSBS Interrogation of Hidaka, Hiroshi, Head of General Affairs Bureau of 
Agricultrrre Ministry, Tokyo, November 1945. 
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of fertilizer for Jajianese agriculture i' indicated by experiiuents of the 
Ministr}' of Agriculture and Forestrj-. An increa^ in yields of 43 percent 
for rice and 109 jierceni for other grain; occurred when aimnnnium sulphate 
(nitrogenous fertilizer i was applied to otherwise unfenilizeri plots. Super- 
pbospLatc increa-ed tlie yield of rice 3 percent and other gi-ains 50 per- 
cent.“ 

Consumption of inorganic fertilizer increased from 1.420.000 metric 
tons in 1926 to a peak of 3.674.000 in 1937. Thereafter application de- 
clined until in the la;t year of the war (August 1, 1944-July 31, 1945 1 it 
was only one-sixth of the 1937 peak. The figure for the 1945 fertilizer 
year was still lower, dropping to 490.000 metric tons. Monthly appli- 
cation of ammonium sulphate declined from 103.500 tons in 1941 to 20,- 
250 in 1945, while superphosphate application fell from 136.667 metric 
tons per month in 1940 to 917 ton.= in 1945.“ 

There was also a material decline in the output of agricultural tools 
as indicated in Table 51. Beginning in 1940 these were subject to the 
Agricukural Tools Di-tribution Control Ordinance and were parceled out 
Aia neighborhood association^ with preference given to rice farmers. 


TABLE 51 

Moxthut .Aravic Pboductios of .Suj-.enj) .Aorkvltvral Imfixments 
( units) 


JPcniMf f'/ou- Uarroui 

IMO 32.881 7204 

19U 30.988 6.659 

1942 30.067 6863 

1913 21.672 4.758 

1944 9.799 2.467 

1945 5.226 1263 


Source: Japan .Aancultural ImplemcoE 


Fo 

Spfnyt rt 

Thrc.dtinij 

Machines 

Rice 

HuIUts 

34.433 

6.174 

15896 

1861 

31.424 

5819 

14608 

1801 

2986S 

4,416 

13.703 

1269 

14.718 

4.967 

7.600 

734 

5.153 

3,701 

3866 

289 

1266 

2.488 

3.492 

167 

Dtrol Union. 




To obtain a complete picture of the supply situation it is necessary to 
examine three factors — the food reseiwe carried over from the previous 
year, domestic annual production, and imports. Rice is the only food in 
Japan which has a .substantial carry-over from one year to the next and 
is the most sensitive barometer of the Japanese over-all food position. 
Before the Pacific War Japan normally had on hand from one to one and’ 
a half million tons of rice on October 31. the end of the rice year. On 
November 1, 1941. the beginning of the 1942 rice year, Japanese cany- 


^ The E^eet oj Ammotuum SnJphate and Superphosphnlc FeHiUzert on Yields of 
Grains in Japan, Mini.-try of Agriculture and Forestry. Tokyo, 1943. See also In- 
terrogation of Kakide. S.. Chief of Fertilizer Section. Ministry of Agriculture and 
Forestry, Tokj-o, November 13. 1943. 

^’•Japanese Economic Statistics, Hescarch and Statistics Division. SC.4P-GHQ. 
Bulletin No. 18, February 1948, Tokyo, p. 39. 
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over stocks of rice amounted to 1,178,000 tons. This fell to 392,000 tons 


on November 1, 1942 and by October 1945 was down to 133,000. IVith 
total annual requirements of staple food in the neighborhood of 13 million 


tons, this carry-over represented about a four-day supply, not enough to 
act even as a “ pipeline ” stock to prevent interruptions in the distribution 


of supplies. 

Food stocks 

on hand are shown 

TABLE 52 

in Fable 52, 


Food Stocks ox Japan Proper, 1937-45 “ 

(in metric tons) 

Year 

Rice 

Other Grain 

Canned Foods 

1937 

.. 1,251,955 


78,953 

91,147 

102,642 

64,721 

1038 

... 1,451^550 


1939 

. . . '676,900 


1940 

. . . 716;i24 

2,642,431 

1941 

... 1,178,377 

24164.042 

73,721 

1942 

. . . 392,000 

1,855614 

47324 

1943 

. . . 435,333 

1843,092 

61,014 

1944 

384.167 

50.128 

1945 

. . . 133:000 



Sugar 

69,603 

63.631 

55381 

66,693 

89,744 

167,159 

105.956 

11372 

4,583 


■ Figures for rice represent stocks on hnnd as of Oct. 31 ; figurcs for other grains 
represent stocks on hand as of June 30; figures for canned foods and sugar represent 
stocks on hand as of Dec. 31. 


^ Barley, naked barley and wheat. Since these figures are a- of June 30 they are 
not carry-over figures to the next crop year. 

Source: Compiled from data furnished by the Ministiy of Agriculture and Forestry. 


In addition to these normally computed reserves there was a fiu’ther 
reserve of 245,000 tons of rice distributed among the principal rice-con- 
suming centers. This had been created from military hoards in Novem- 
ber 1944 and was earmarked lor use in emergencies due to air raids. Of 
tins, 130,000 tons were destroyed by air raids from February 1945 to the 
end of the war. In addition, 71,000 tons of rice were destroyed by bomb- 
ing while in transit across the Japan Sea. 

The composition of the Japanese family diet, excluding imports, con- 
sisted of rice (56 percent), other cereals (16 percent), potatoes (14 per- 
cent), fish (4 percent), other vegetables (4 percent!, legumes (4 percent), 
others including meat, eggs, dairy products, etc. (2 percent), at the end 
of the war, in terms of caloric intake. Table 53 presents the actual pro- 
duction data for the principal foods, excluding flsh. It will be seen that 
while the production of everything fell off in 1945, the disastrous decline was 
in the rice crop. The 1945 rice crop was the smallest since 1909 and was 27 
percent less than the 1944 crop. This was due to the weather which had also 
affected the crop in 1941 but not as seriously and not at so crucial a time. 

On the basis of domestic production, the , .Japanese were unable to 
maintain prewar levels during the war years, except for 1942. An index 
of the total caloric value of the principal foods, with the period 1931-40 
as a base of 100, fell to 91 in 1941, then rose to 102 in 1942 and thereafter 
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T.ABLE 53 

Domestic Pbodtjction of Principal Foods. Japan Proper, 1931-45 
(1000 metric tons} 


Year 

Rice 

IFlicol Barky 

Xaked 

Barley 

Saeel 

Potatoes 

While 

Potatoes 

Vegetables Fruits 
and Melons andNute 

1937 

. . 9,92S 

1,367 

747 

827 

3,294 

2,066 

6,787 

1,273 

1938 

. . 9,862 

1,228 

687 

710 

3,224 

1.847 

6.611 

1,259 

1939 

.. 10,324 
. . 9,107 

1,656 

844 

933 

2.920 

1382 

6,717 

1,400 

1940 

1.790 

817 

869 

2,958 

1,644 

1,964 

6377 

1,423 

1941 

.. 8,245 

1.458 

706 

936 

3,437 

6,302 

1,437 

1942 

. . 9,999 

1,382 

733 

918 

3.134 

1,964 

6,288 

1,490 

1943 

. . 9,422 

1,092 

572 

732 

4,021 

2,062 

6349 

1,282 

1944 

. . 8,784 

1383 

781 

912 

3,950 

2,000 

5.819 

1,047 

1945 

6.445 

943 

535 

720 

3,897 

1,771 

4,640 

687 


Source: Crop Statistics jor Japan, 1973-1946, Natural Resources Section, SCAP-GHQ, 
Report No. 108, Tokyo. June 29, 194S. 

dropped steadily, reaching 74 in 1945.^® This tvas based on domestic pro- 
duction. 

For a complete picture of the food-supply situation the import phase 
must be considered. On a caloric basis, in 1941, Japan depended upon 
overseas sources for 20 percent of her food. As the war progressed, both 
domestic production and imports declined, the latter more sharply, with 
the result that by 1945 only 9 percent of Japan's food supply was derived 
from imports. In 1941 Japan depended upon imports for 22 percent of 
her rice, 72 percent of her soy beans, 82 percent of her sugar. Even more 
basic a weakness than the fact that arable land cultivation in Japan had 
virtually reached its maximum possible expansion by the beginning of the 
war, than the non-mechanized, extremely small-scale character of Japanese 
farms, was this dependence upon overseas areas for that margin of food- 
stufis which meant the difference between adequate supply and starvation 
for large segments of the population. 

Prior to the China War, the Japanese government had initiated a pro- 
gram to make the Empire self-sufficient in rice. It was put into effect 
through the expansion of rice acreage, the development of more productive 
varieties,®' government subsidies, and a tariff of 1 yen per 100 kin (132.3 
pounds) on foreign rice, while colonial rice entered free of duty. As shown 
in Table 54, between 1920 and 1930 the proportion of Japan’s rice imports 
supplied by foreign sources decreased from 36 to 22 percent, while by the 
late 1930’s only about 2 percent of Japan’s rice imports were coming from 
non-Empire sources. The failure of the 1940 Korean rice crop brought 
imports from this source down to only 66,000 tons and caused Japan to 
resort to heavy imports from Indochina, Thailand and Burma. This is 


28 See United Slates Strategic Bombing Survey, “The Japanese Wartime Standard 
of Living,” Washington. 1947, "p. 2. 

In the thirties the Japanese rice yield was 78 bushels to the acre compared 
with a world average of 37 bushels. See Kome Tokeihyo (Statistics of Rice), Ministry 
of Agriculture and Forestry, Tokyo, 1040. 
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TABLE 54 

SouBCES or Rice Impouts into Japan Phopeb, 1921-38 
(in percent) 


Period Korea Formosa N on-Empke Sources 

1921-25 47 17 36 

1926-30 57 21 22 

1931-35 65 30 5 

1936-38 63 35 2 


Source: Wickizer, V. D.. and Bennett, M. K., The Rice Economy oj Monsoon Asia, 
Food Research Institute, Stanford University, 1941. 

shown in Table 55. The poor 1941 rice crop in Japan resulted in con- 
tinued reliance upon these areas but the freezing of Japanese assets abroad 
brought about a virtual cessation of imports from Burma after June of 
1941, and even after their seizure of this area the Japanese were not able 
to obtain any appreciable amount of rice from it. No rice imports were 
secured from Korea in 1943 due to another disastrous crop failure and only 

881.000 tons were obtained from Southeast Asia, due to the tightening of 
the air-sea blockade. As a result total imports fell to 1,183,000 metric 
tons, or about 50 percent of normal. In 1944 imports from Korea were 
resumed once again but the interdiction of shipping lanes to Southeast 
Asia was so great that total rice imports from that area fell to a mere 

74.000 tons.’® Thus total rice imports in 1944 fell to 30 percent of normal 


TABLE 55 

hiPOBis or Rice, Japan Pkopes, 1936-45 
(in thousand metric tons) 


Fear* 


Foreign 


Colonies 

Grand 

Indochina Thailand 

Burma 

Total 

Korea 

Formosa 

Total 

1936 

0 

67 

0 

67 

1495 

804 

2366 

1937 

0 

48 

0 

48 

1123 

809 

1980 

1938 

0 

25 

0 

25 

1692 

829 

2546 

1939 

0 

26 

0 

26 

948 

660 

1634 

1940 

461 

313 

556 

1330 

66 

464 

1860 

1941 

.. 677 

461 

500 

1638 

551 

328 

2517 

1942 

741 

628 

55 

1424 

873 

284 

2581 

1943 

.. 688 

164 

29 

881 

0 

302 

1183 

1944 

39 

35 

0 

74 

583 

217 

874 

1945 

0 

0 

0 

0 

227 

41 

268 


• Crop year Nov. 1 to Oct. 31. 

Source; Ministry of Agriculture and Forestry, except “foreign" for 1944 from Muni- 
tions Ministry. 


This is the figure found in the document summarizing the results of the Mater- 
ial Mobilization Plan for 1944 (Munitions Ministry). Ministry of Agriculture and 
Forestry figures for this are contradictory. The Food Control Bureau put imports 
of rice from Southeast Asia in 1944 at 171,(X)0 tons, while Staple Foods Bureau lists 
no imports at all. The report of the Ministry of Agriculture and Forestry to the Diet 
at the end of the war also stated “rice imports stopped altogether in 1944." See 
Nippon Times, Tokyo, September 9, 1945. 
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and Japan, realizing that further imports from the southern regions were 
unlikely, turned to importation of substitute grains from Manchuria over 
the shorter sea route. During 1944 millet, kaoliang, and corn imports 
from Manchuria tripled as compared with previous years, rising to approx- 
imately 300,000 tons. Rice imports from Formosa were cut off after Jan- 
uary of 1945 and those from Korea were cut sharply over the previous year 
despite the desperate Japanese sacrifice of foregoing the importation of 
essential basic materials from the continent in favor of foodstuffs. Rice 
imports in 1945 were only 11 percent of normal and, had the war con- 
tinued, would have been cut off entirely. 

As rice became more difficult to obtain, soybeans-’” became a more 
important item in the Japanese diet. The bulk of the soybean imports 
came from Manchuria, the volume rising from 464,000 metric tons in 1940 
to 628,900 in 1944: the figure for 1945 is 596,100 tons but this decline is 
apparent, not real. To shorten shipping hauls, commodities were shipped 
by rail to Korean ports and then sent by ship to Japan. Such freight was 
known as “ tenka " and caused considerable confusion in import statistics. 
Total Japanese soybean supply declined during the early war years but 
increased toward the end as the Japanese tried to find substitutes for the 
diminishing rice supply. The 262,000-ton increase in soybean imports 
from 1943 through 1945 could hardly compensate, however, for the 915,- 
000-ton decrease in rice imports over the same period. While total rice 
supply was 5,867,000 tons less in 1945 than in 1942, soybean increase was 
only 246,000 tons. 

Approximately 82 percent of Japan’s sugar was imported in 1941. 
There was some home production of cane sugar in Okinawa and beet sugar 
in Hokkaido but the great dependence was upon Formosa. Despite the 
acquisition of the Philippines and the N.E.I., sugar imports fell during the 
war years, from 940,500 tons in 1937 to 678,000 tons in 1941, to 116,000 
in 1945. Japan did not have sufficient shipping to move all the sugar out- 
put of Formosa alone, much less to draw upon the resources of the captured 
areas. While sugar was the main industry of the Mandated Islands, they 
only accounted for 4 percent of total Empire production of sugar in 1940 
and bj' inid-1944 were eliminated as a source of supply. Imports of sugar 


2” In Japan the soybean forms the basis of the ailty miso paste which in turn 
is made into bean soup, miso.shiru. This bean soup, together with rice and pickles, 
is the standard breakfa.st throughout the country, and is eaten as part of dinner by 
millions of Japane.se. If they are available, bits of vegetables and 5sh are added 
to the thick, salty soup. In cities mi.so is made by specialists and sold in small food 
shops, hut each summer in the country every housewife makes her own annual supply. 
Soy sauce or shoyu is an indispensable adjunct to a fish or rice dish. It is to the Japa- 
nese what salt at a meal is to an Occidental. Tofu is a bean-curd cake. It forms a sub- 
stitute for fish at a modest meal. As a rule it is prepared in square blacks by special 
tofu makers who peddle if. 
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from Formosa ceased after the U.S. occupation of Okinawa and so scarce 
did sugar become in Japan tliat the black-market price soared to 240 
times the official price. Consumption, which prior to the Pacific IVar had 
averaged 30 pounds per capita, went down to three pounds per capita in 
1945. 

Because of commandeering of fishing vessels by the military, growing 
restriction of fishing areas due to the ever-enveloping war, decline in the 
number of persons engaged in the fishing industry, shortage of nets and 
fuel oil, etc.,’*" the fishing yield decreased from 4,793,428 tons in 1939 to 
2,079,216 in 1943, a decline of 57 percent, while the total supply of fish 
(production and imports) dropped from 6,017,233 tons to 2,079,216 over 
the same period, a decline of 65 percent. 

On the supply side of the food picture, therefore, the salient points 
were an increase in soybean supply, but a drastic decline in everything 
else. The most significant factor was the sharp drop in the rice supply in 
1945, with imports cut off and a very subnormal domestic crop due to 
adverse weather conditions. A la.-t, desperate effort to improve supply 
was made in 1945 when priority in the allocation of shipping space was 
given to foodstuffs. As was shown in Table 10, the tonnage of coal actually 
shipped was cut from 605,500 tons or 51 percent of allocated shipping space 
in April 1945, to 268,398 tons or 31 percent in June 1945. Iron and steel 
were reduced from 75,200 tons or 6.4 percent to 27,744 tons or 3.2 percent, 
while foodstuffs were rai.sed from 194,900 tons or 16 jicrcent in April to 
345,786 tons or 40 percent in June.’“ By the end of August, it was esti- 
mated that, of the minimum requirement of 2,165 calories and 76 grams 
of protein per head per day, the then current food supply could provide 
but 1,782 calories and 58 grams, and even this was falling steadily.**** 

Even before the China IVar, government control in the sphere of agri- 
culture was quite extensive. One might go back to the period just after 
the first World AVar. Large rice crops in 1919 and 1920 led to agitation 
among producers and the Rice Act of 1921 was passed. It gave the Min- 
ister of Agriculture power to buy, store and sell rice under specific circum- 
stances and to adjust supply and demand, and appropriated funds lor 
these purposes. The decline in rice prices during the early thirties and 
the spectacularly large crops of 1930 and 1933 led to a new rice eontrol 

3<*Far a more detailed of lho^o iiroblciuh. -spc' liitcrrogation of Toshi- 

mitsii. Y., Chief of Marine Product* Section. Bureau of Fisheries, Ministrj* of Agi'i- 
cultnio and Forestry, Tokyo. November 18. 1945. 

'^^Compamtivc Tcthlc of Tmtinporlation Plan and Actual Tinmportation Resulla 
of Esfienlial Materinh Since the Outbreak o) the IKar, by Tanaka, Shinichi, Trans- 
portation Section, Total Mobilization Bureau, Munition:? Ministry, Tokyo, 1945. 

32Foorf Supply and ll8 Demand in Japan, Japanese Central Liaison Office Report 
No. 108. September 1945. The Medical Division of the USSBS estimated that per- 
capita food consumption in 1945 averaged 1.680 calories per day. 
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act in lie laTtiea’ jtai , itii'fiikg tie powers of the Miniter of Agriculture 
to ecEtrol lice mitiiEts and prices. The govemBDent set official maxiinuin 
and Tnin^TTm jtricEs FotTp TTfeaT sud when market prices went below the set 
m™TriT?Tn the goTsnmsm purchased rice, or if prices rose above maTimnm, 
sold its holdings to bring trices back into line. It was also empowered to 
pnpthasE and to sell in crder to regulate seasonal supplies. B 5 ' reason of 
snch contTo]. price fluctuations narrowed. Those most afiected by such 
operations were tie spetulatire rice merchants. The total volume of future 
transactions in the Tokyo and Osaka rice markets declined from 137 million 
kotu in 1932 to only 3 miilion koku in 1939. at which point they wer^ 
forbidden. 

The China TTar. with its speculative stimulation and resultant full em- 
ployment, brought increased food consumption, rising prices and. as a 
result, increased government control. The Rice Control Special Account, 
which had accumulated a tremendous volume of rice during the depression 
period, had virtually no rice left by 1938-39 and therefore no power to 
hold pricK down. In 1939 a new Rice Distribution Control law was 
passed which was designed to end all speculative transactions in rice and 
to control activities of. and ultimately eliminate, middlemen. By an 
ordmance of August 1939 distribution was concentrated in the Japan Riee 
Company®® and all middlemen were required to become members of 
sales federations or of the control organization. Independent operations 
were eliminated. In 1940 additional steps were taken to control dis- 
tribution.®* A ladder or pattern of rice collection and distribution was 
established. Farmers could sell only to designated purchasing agencies 
such as local agricultural associations, these in turn to prefecturai feder- 
ations of selling associations, these in turn to the Japan Federation of 
Selling .\.ssociations or to the Control .Association of Rice Merchants, and 

Established and opened lor business for this pu^io-^e in October 1939. See 
“Control Machiners’ in Agriculture/ br Sumikawa, Hideo. in A’cirat Joko Seikei Hen, 
Tokyo, July 1940. 

large number of food distribution control njeanjrcs were promulgated during 
1940. Among others there were: Temporaiy Rice Distribution Control Ordinance — 
August; New Rice Administration Ordinance — October; Rice Bran Distribution Con- 
trol Ordinance — February; Wheat, Barley, Oats Distribution Control Ordinance — 
June; Wheat Flour Distribution Control Ordinance — August; Special Wheat Distribu- 
tion Control Ordinance— July; Starch Distribution Control Ordinance — August; Soy* 
bean and Soybean Oil Distribution Control Ordmance — October; Miscellaneous 
Cereals Distribution Control Ordinance— November. There followed in 1941-42: 
Meat Distribution Control Ordinance — September, 1941; Fruits and Vegetables Dis- 
tribution Control Order — August, 1941; “Miso” Distribution Control Order— January. 
1942; Vegetable Oil and Fat Distribution Control Order— September, 1942; Animal 
Oil and Fat Distribution Control Order — September, 1942; Aquatic Products Control 
Ordinance — May, 1942, etc. See Summary of Principal Economic Control Lavs En-^ 
forced on August 15, 19J^. Report submitted by Central Liaison Office to SCAP, 
Tokyo, December 1945. 
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these in turn only to the Japan Rice Company. This company in turn 
went down the ladder, selling only to designated organizations and finally 
to associations of retail dealers designated by prefectural governors. All 
exports and imports were to be handled exclusively by the Japan Rice 
Company. By this means it was hoped to prevent hoarding, speculation, 
excessive markups, etc. Obviously this structure was a makeshift which 
could hardly stand up well under total war conditions and, therefore, si- 
multaneously with the attack on the United States, the Agricultural 
Products Control Law was passed in an effort to simplify the structure 
and strengthen government control.’’ 

A Central Foodstuffs Management Corporation (Chuo Shokuryo Eidanl 
and a local Foodstuffs Management Corporation for each prefecture were 
established. The Central Foodstuffs Management Corporation was cap- 
italized at 100 million yen and absorbed the Japan Rice Company, the 
National Flour Distribution Company, the National Federation of Rice 
Merchants, the Japan Vermicelli Manufacturers’ Federation and the Japan 
Wheat Federation. The government contributed 50 million yen and the 
remaining portion was provided by the food associations. The local Food- 
stuffs Management Corporations were established by combining guilds of 
rice, barley, wheat and rye traders, the wheat flour distribution organiza- 
tion, vermicelli wholesale dealers, etc. They contributed half the capital 
of the local Corporation while the Central Foodstuffs Management Corpo- 
ration contributed the other half. The Central Foodstuffs Management 
Corporation had its o£Bce in Tokyo and was under direct control of the 
Ministry of Agriculture and Forestry. The articles handled by the Food- 
stuffs Management Corporations were rice, barley, and allied cereals and 
their processed article^ sweet and white potatoes, starch, etc. Purchases 
and sales were handled by the local corporations while the Central Corpo- 
ration handled imports, e.xports, storage, reserves, etc. The government 
was the exclusive purchaser via the local units and then turned the produce 
over to them, usually at a lower price than it had paid, thus subsidizing 
the producers and keeping the resale price lower than would otherwise 
have been the case.” Many middlemen, though not all, were eliminated 
by this structure. Some were absorbed into the Foodstuffs Management 
Corporations, others were funneled into war industries, while some con- 
tinued in operation. In some localities the Foodstuffs Corporation resold 
through dealers’ associations and in turn through retail stores. In others 
it sold directly to neighborhood associations, while in still others its local 
office served as a distribution station. The pattern was not uniform. 


’’See Food Control Rcgvlaiiom, by Murato, Toyozo, in Keizai Toaeiho Nempo 
for 1942, Tokyo, 1943, p. 144. 

38 See Interrogation of Baron Ishiguro, Tadaatsu, President of All-Japan Agri- 
cultural Cooperative Society, Tokyo, October 18, 1945. 
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The (listributicD cf ihe staple ration was carried out by the Foodstuffs 
Management CoTiiorations. Distribution was made on the basis of a ration 
book (Haikyu Tsuchol which showed the quantity a family was entitled to 
receive and contained ledger entries of distribution actually made. The 
ration books were issued hy the Ministry and were usually retained by the 
neighborhood association^'^ rather than by the family, though there were 
some localities where the family retained the ration book. The distribu- 
tion agency maintained a duplicate card for each association or each family 
as the case might be. The economic police were in charge of distribution 
of the ration books. Coupons were also used for meals obtained in res- 
taurants. Restaurant owners used these coupons as claims to purchase 
supplies from the foodstuff corporation. Large food processors received 
special coupons from the government to obtain their raw materials. Food 
processors, such as flour mills, operated under this system on a commission 
basis and did not actually imrchase the products they proce-sed. 

The Japanese food rationing system was never complete. At no time 
did the people obtain all of their food supplies or requirements via the 
rationing system. Rather the Japanese concentrated upon the “ staple ” 

S' The neighborhood n.'-ooiation wo' siippo.'ed to have been founded in the Taika 
eia (.AX*. 645-9). During the Tokugawa j>eriod (1603-1868) it was extensively utilised 
for collecting taxes, supiires-ing anfi-Tokukawa elements, eir. .As a result it was offi- 
cially abolished at the time of the Meiji Restoration (1868) but in practice it remained 
in operation on a limited bad' in ctriuin rural areas. It wa' ree.-lublished by Home 
Ministry orders in 1940 and during the w-ar came to have a wide variety of functions, 
such as registration of member.', adminislralion of the official ration system, certifying 
changes of address and vital .'lati.'tic-. distribution of c'scntiul civilian commodities, 
sale of bonds, enforcement of caving', collection of scrap nit tal and of certain taxes, 
supplying labor for special waniinc aciivilic'. disscminriiing government propaganda, 
supplying police information, welcoming returning .'crviccnicn. certification of war 
damage, conducting census .'urveys. air raid aciivities. etc. A' established by the 
Home Ministry order of 1940. the system corn'isted of two levels of organization below 
the usual units of local government. At the lowest level wa' the Tonari Gumi 
(neighboi'hood association, in some arcus known as the Rimpo Han), composed of 
from 10 to 20 households. In rural areas a number of Tonari Gumi made up the 
Buraku-Kai (hamlet association), which was based upon the traditional unit of rural 
community government within the village. In urban areas the counterpart of the 
Buraku-Kai was the Chonai-Kai (district or block association), composed of 400 to 
600 households. In 1942 the ncighiiorhooii as'oeiation .system was brought under the 
control of the Imperial Rule Assistance A-sociation. IR.A.A advisers were placed in 
each Buraku-Kai and Chonai-Kai. In 1943 the heads of the neighborhood associations 
were brought under direct control of the heads of cities, towns and villages. There 
is conddcrable evidence to indicate that the use of the neighborhood association.' for 
rationing resulted in widespread maldistribution of civilian supplies. Goods were 
handled at each level in the system and at each level goods were diverted into the 
black market. The volume of complaints to the police and to local newspapers indi- 
cates this. See Onental Economist, Januari- 1944, pp. 25-26; also “ Xeighborhood Asso- 
ciations in Japan,” by John AV. Masland, in Far Eastern Survey, November 20, 1946, 
Vol. XV. Xo. 23. pp, 355-58. 
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ration, that is, the rationing of rice, on the theory that if the minimum 
essential could be assured, the public would be able to supplement this 
by open-market purchases of additional foodstuffs, according to their 
means. The rice-rationing system was established in April 1941 in the 
six large cities (Tokyo, Yokohama, Osaka, Yagoya. Kyoto, and Kobe). 
It was extended to the entire country by I'ebruary 1942. A number of 
Japanese officials of the Ministry of Agriculture and Forestry were asked 
whether rationing was introduced in 1941 in anticipation of the opening of 
the Pacific War. None would commit themselves though there was an 
indication that they were advised from above that “ war conditions were 
expected to grow more critical.” Quantity of rice rationed was not uniform 
but varied according to age and occupation. Three general classifications 
based on the strenuousness of occupation were established. The purpose 
was twofold — actually to grant food necessary to support type of work 
and to induce workers to take less desu-able jobs in war plants by using 
food as the incentive. The ration .system operated .selectively in that in- 
dividuals most useful to the war effort not only received larger allotments 
of rice, but their allotments also constituted a higher proportion of their 
total caloric food requirements. On the average, the ration allotment of 
the " heavy labor " class was of sufficient quantity to provide approximately 
75 percent of the recipient’s necessai'y caloric intake. In contrast, only 
about 55 percent of the food requirements of the “ general " ration class 
were obtainable from the official ration. The staple ration by consumer 
categories from April 1941 to May 1945 is shown in the followdng table: 


Stapu; Food R.«ion Sibuctcbe. J.ipax Propbr 
April 1941 to M.H’ 1945 

J/cii ll'omcn 


Age 

'J'l/jfc of Labor 

Gram^ 

Gaiol'tc 

Grams 

Qnlorio 



/■'cfDay 

Vo/no 

Fcr Day 

Value 

1- 5 


120 

421 

120 

421 

6-10 


200 

702 

200 

702 


General .... 

. 330 

1,158 

300 

1,053 

11-60 

Light Labor . 

. 390 

1.369 

350 

1,228 


Heavy Labor 

. 570 

2,001 

•120 

1,474 


General 

300 

1.053 

300 

1,053 

Uver BO 

Light Labor . . 

350 

1528 

320 

1.123 


Heavy Labor 

. 480 

1,685 

380 

1334 


Source ; Mini.stiy of Agvirulturc and Forcslry. 


This structure was modified sliglitly from time to time as deficiencies 
were noted or pressure was brought to bear. For example, beginning in 
December 1941, laborers in shipbuilding, iron and steel, coal and other 
mines, and stevedores received an additional ration of 140 grams (491 
calories) per day, while in March 1942 pregnant women in the six large 
cities were given an extra allotment of 70 grams (246 calories) per day. 
In December 1942 charcoal makers received an additional 140 grams per 
ration, that is the rationing of rice, on the theory that if the minimum 



376 JAPAN' S ECONOMY IN WAH AND BECONSIEUCTION 

day TS'llile in April IQ-l-l school children in the six large cities obtained a 
further 100 grains per day. In June 1044 children 3-5 years of age were 
given an additional 40 grams per day. 

To combat growing afcenteeism in early 1945, a basic change was made 
in the staple ration system and in the method of distribution in May 1945. 
Prior to this date all the staple ration had been distributed to all con- 
sumers on a household basis either directly through retail stores or neigh- 
borhood associations depending on the locality. In May, however, the 
system was revised so that consumers belonging to the " light ” or heavy ” 
labor classes could obtain only part of their ration locally and had to 
obtain the balance at their places of emplojinent. The household allotment 
for “ light ” labor was made identical with that for “ general,” as may be 
seen in Table 56, while " hea\'y ” labor received only a slightly larger 


TABLE 56 

St-wle R.^tiqn Strl'ctcre .as Revlsed on May 16, 1945 
(a) Pudiwi of Ration Dibtributed to Households 


Age 

Type of Labor' 

Sex 

Orams 

Caloric Value 

1- 2 


Xo discnmmatioa 

120 

421 

3-5 



170 

597 

fr-10 

(In 6 large cities) ♦ 


280 

983 

6-10 

(In rest of country) 


250 

878 

11-15 

(In 6 large cities) * 


400 

1,404 

11-15 

(In rest of country) 


360 

1^64 

16-60 

General & light labor 


330 

1,158 

Over 60 

Heavy labor 


400 

1,404 

Any age 

Pregnant women 


50 

176 

♦Tokyo, Yokohama. Osaka. Xagoya. Kyoto and Kobe. 




(b) Podiou oj Ration Distributed at Place of irorA: 




Workers in 

Workers in 


Labor 

Special Industries * 

Other Industries 


Male Female 

Hale 

Female 



(Gramsl (Gram) 

(Gram) 

(Gram) 

16-60 

Light labor 

200 160 

60-130 

20- 90 

16-60 

Heavy labor 

310 230 

170-240 

90-160 

Over 60 

Light labor 

190 160 

50-120 

20- 90 

Over 60 

Heavy labor 

300 320 

180-250 

80-160 


^tVorkers in shipbuildiiis, iron and steel industries (up to pressing process), coal 
miners, mineral miners, stevedores, charcoal makers (exclusively engaged) and lumber- 
men (exclusively engaged). 

Source: Ministry of Agriculture and Forestry. 

household allotment. In theory this attempt to hold workers to the job 
by food should have worked; in practice, however, absenteeism, due to 
air attacks and to the necessity of foraging for food in the countryside to 
supplement the ration, continued unabated. 

Although the staple ration consisted entirely of rice at first, as early 
as 1942 the government was forced to begin the substitution of wheat, 
barley, naked barley, etc., for a portion of the rice in the ration in order 
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to maintain the gram amount in the face of the decline in rice supply due 
to the poor 1941 crop. Substitution of such grains for rice amounted to 
only 393,000 tons in 1942 or only 2 percent of the total staple ration. In 
1943 it became necessary to resort to the substitution of sweet potatoes 
and white potatoes and by 1945, 2,265,000 metric tons, or 17.6 percent of 
the staple ration, consisted of such substitutes. While the Japanese 
claimed that the staple ration had been maintained all through the war 
until July 1945, without deterioration in the caloric content of the ration 
since the substitution had been on a caloric basis, the Medical Division of 
USSBS found that such substitutes had not been on a caloric basis and 
noted a material decline in the caloric value of the ration. Furthermore 
the use of such supplementary foods in the staple ration resulted in a pro- 
portional decrease in the availability of such foods on the open market 
and thei'eby a reduction in total per-capita intake of food. 

In addition to utilizing substitute foodstuffs to maintain the staple 
ration, the Japanese resorted to consuming part of the current rice crop 
before the official beginning of tbe rice year on November 1. This was 
contrary to prewar practice and the volume of such consumption mounted 
from 99,000 metric tons in 1941 to 467,000 in 1945.^® The poor 1944 rice 
crop, disastrous spring crops of wheat and barley in 1945, due to storms 
and floods, the sharp decline in food imports due to the blockade, and 
finally low food reserves, forced the goveniment to make a fiat 10 percent 
out in all staple rations, effective July 11, 1945, generally, and effective 
August 11, 1945, for the six large cities. It was announced that this cut 
would be only tempoiary and would be restored when the 1945 rice crop 
was harvested later in the year, but so disastrous was this harvest, that, 
had the war continued, additional drastic cuts would have been necessary. 

The most important supplementary foods which were rationed were 
fruits and vegetables, fish, and soybean products. The ration system for 
supplementary foods provided allotments which were considerably below 
the average daily per-capita amounts of food actually available for con- 
sumption. The fact that more of these foods were physically available 
for consumption than the ration allotments provided for, illustrates two 
important weaknesses in the ration system: (a) the fact that it was diffi- 
cult, if not impossible, to achieve a smooth and equitable distribution of 
these commodities, and (b) the fact that the Array, Navy, and certain 
favored wmrker groups received considerably more than the average con- 
sumer did under the ration system, iloreover, these supplementary foods 


ssgee “Supply and Disappearance of Staple Foods. 1937-1945,” report submitted 
to Japanese Diet at the end of the War by Ministry of Agriculture and Forestry, in- 
cluded in Higashi-Kuni’s report to the Diet on Causes /or Japan Losing the War, 
Tokyo, September 1945. 
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played a prDndnmi role in the black market and commanded exceptionally 
hi^ black-market pnce;. 

Kaiioning of fnnts and vegetables was carried ont in the ax large 
dries under xte antbority of the central government but elsewhere under 
prefectural and Inc-al auTkority. and rince condition-; varied greatly froto 
loealhy to locality, it vra^ not por-ible to obtain data for the whole eoun- 
try on the amount rattjned. The Japanere stated tljat 250 grams of 
vegetables per capita were required daily but the ration never reached 
this. A peak of 217.5 grams was obtained in 1943. declining to 75 in 
1945. while fruit distributed in 1945 declined to almost one-quarter of 
this 1943 figure. The very -mail quantities distributed in 1945 reflect the 
almost complete collap-e of the rationing system in these products due 
largely to the growth of black-market diversions, .lapane-e officials also 
pointed to the decline in production and stated that farmers consumed 
more of the^e product- as the gcveiiiiuent pre.— cd them more closely for 
staple food-;. The black market, however, wa- the primary cau-e for 
breakdown of rationing in ilii- fit-id.”'’ 

The official distribution of vegetable- had become merely a token dis- 
tribution. In Tokt'o the per-capita di-tribution in August 1945 was 
down to 32 grams per day. The actual di-tribution wa* accomplished by 
the daily migration of thou-and- of con-umers into the country to pur- 
chase vegetables directly from the fanner? at black-market prices. The 
trains were jammed tthh people bringing back potatoes, vegetables and 
fruits. It is estimated that a* many as 900.000 per=on= made such ex- 
peditions from Tokyo on a single Sunday.-*" While transportation of 
foodstuffs by individuals in pa— engf-r trains wa< a violation of a public 
ordinance, no effort to enforce it had been made lor many months prior 
to surrender. Effective enforcement in the case of fruit and vegetable 
rationing was difficult bccau-e of the irregular nature of production and 
the importance of suburban producer- who did not market through regu- 
lar channels. Also great variation- in quality and numerous varieties of 
a single type of vegetable were factor- in the situation. It was estimated 
that 80 percent of all peri-hablc food- were sold on the black market. 

The rationing of fish wa- al-o carried out by the central government 
in the six large citie.- only. El-ewhere it was handled by local authorities. 
It has previou'ly been indicated that the -upplj' of fi=h declined 57 per- 
cent between 1939 and 1945. The con-umption of fi=h. however, declined 

3® See EffecU of BUxcl: MarhU Lpon Joponae Food Controh, by Ogura. M.. Price 
and Loan Section. Mmistiy of Atfricultiue and Fore-stiy. Tokjo, September 1945. The 
black market also completely di^pted the rationing of sugar. Supplies fell eo 
sharply in 1944 and 1945 that ^hat little sugar was available almost all found its way 
to the black market und none was available for ratjoning. 

Monthly Summation of Xou-Militafy Activities in Japan and Kocea, SCAP- 
GHQ, Vol. II, Tokyo, November 1945, p. 118. 
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only 35 percent over tlie same period due to cessation of exports and to 
diversion from use as fertilizer and feed.^’ The quantity of fresh fish 
consumed, however, fell to 171,913 metric tons or 87 percent less than 
1939. Estimates vary, as on most other things, on the normal consumer 
needs for fish in Japan. The most recurrent figure is that of 65 pounds 
per capita per year. This is based on the weight of the edible dressed 
fish and is roughly equal to two-tliirds of the weight of raw whole fish. On 
this basis the consumption needs would be approximately 3,300,000 metric 
tons per year. Availability in 1945 was less than two-thirds of this figure. 
The average daily per-capita fish ration set for the six large cities was 50 
grams per day, but the actual quantity rationed to the average consumer 
was only 60 percent of the set figure at the outset and fell to much less 
later. The actual distribution of fish in Tokyo, for example, fell from 
36.6 grams per day in 1942 to 10.5 in January 1945, and to nothing in 
August of 1945.^- The rationing of fish was just as ineffective as the 
rationing of fruits and vegetables. 

The rationing of shoyu and iniso was instituted in February 1942 and 
the per-capita allotment remained unchanged until July 1945. As was 
explained in an earlier footnote, iniso is a paste normally made from soy- 
beans, rice or barley and salt, through a process of fermentation, while 
shoyu is a sauce made of soybeans, wheat and salt, also by fermentation. 
Production of niiso declined from 593,900 metric tons in 1940 to 482,300 
tons in 1945, while output of shoyu fell from 1,104,782 metric tons in 1940 
to 592,913 tons in 1945. The colder areas of Japan normally consume 
more miso per capita than the warmer regions; tlic reverse is true in the 
consumption of shoyu. Consequently, the ration allotments varied locally 
according to the climate, the daily per-capita ration of miso ranging from 
33.8 grams per day in Hokkaido to 12.4 in Hiroshima-Ken. On the 
other hand, the shoyu ration ranged from 0.82 liters per month in Hiro- 
shima-Ken to 0.54 liters per month in Hokkaido. In July 1945 changes 
were made in the ration structure. Allotments of miso were not lowered 
substantially but shoyu rations were cut sharply. Moreover, the shoyu 
produced in 1945 was much less concentrated and had a lower caloric con- 
tent. On the whole, rationing of miso and shoyu was more successful 
than fruits and vegetables or fish, largely because the central government 
set the pattern for the whole country and also because of the greater 
availability of soybeans, the basic ingredient. 

The armed forces enjoyed a higher food intake, especially of supple- 
mentary foods, than any other class of consumers in Japan. The total 
amount of food going to the Army and Navy, however, was not large 

Use of fish as fertilizer and feed in 1945 was only 7 percent of the 1939 figure. 

42 From a report, Consumption of Aquatic Products in Japan, submitted to SCAP- 
GHQ by Ministry of Agriculture and Forestiy. November 5, 1945. 
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conijjared with the total food =upply of the countn-. For example, the 
piopomon of the total available liee coing to the military ranged from 
about 2 percent in 1942 to 6.3 percent in 1945. This ri=e was due not only 
to the increasing size of tlae armed forces but also to the smaller overall 
supply. 

The standard daily per-capita ration for Army troops based in Japan 
ptroper up to 1944 was 600 grams of rice and 1S6 grams of wheat, barley 
or substitutes. Naval personnel in home islands received 540 graiij- of 
lice and 180 grams of barley r-r other .staples as the normal daily per-capita 
ration until 1942. The various components of both the Army and Navy 
latiora- were reduced several times before the end of tiie war. Nevenlie- 
less. the rations of the anueu forces were relatively high when compared 
with average per-eapita consumption, even though reductions were made 
as Japans overall food position deteriorated. The first change in tiie 
Navy ration was minor in magnitude and occurred on July 16. 1941. when 
the meat allotment was cut 10 percent and tlie sugar allotment 16 percent. 
The first significant reduction took place in October 11. 1943, when rice 
and barlej" allotments were cut a total of 80 grams per day. or 11 percent; 
meat was cut 14 percent; fish 23 percent; pickles 1" percent; and shoyu 
20 percent. Simultaneously, however, sugar and salt rations were raided 
10 percent and 45 percent tespectively. On July 14. 1945. the grain ration 
was reduced another 10 percent, coinciding with the 10 percent cut in all 
civilian staple rations. 

Both the Army and the Navy reduced the loss in milling rice in order 
to increase both its '•inanriTy and quality. M’Life rice 1 100 percent of the 
bran from brown rice removed i was provided the armed forces until 
April 1942. Thereafter, until .4pril 1943, 70 percent polished rice f70 per- 
cent of the bran reinoverli was standard. From .\pril 1943 until September 
1944. 30 percent polished rice (30 percent of the bran removed i was 
adopted. In September 1944 the use of wholly unpolished rice (brown 
rice) was attempted; however, because of its unpalatableness and the 
digestive disorders it caused, its use was discontinued in October 1944. 
From then until the end of the war 20 percent polished rice (20 percent 
of the bran removed) was used in the ration.<< 

Many local Army and Navy units supplemented their food supplies 
by raising gardens and keeping livestock. There was not, however, any 
overall unified program of this nature until April 1945. At that time the 
Navy Minister inaugurated a program to encourage local naval unit- to 
cultivate rice and other staples on reclaimed land and on land which 

^’Complete {1(XI percent) polishing of brown rice results in a 10 percent lo« in 
total weight. 

i^From the testimons- of Col. .Shimakawa, head of Japanese Militarj' Food and 
Clothing Board, (lij'okacho). Tokyo. October 22 and 23, 1945. 
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farmers had abandoned because of labor shortage.^^ The Japanese Army’s 
supply program for forces stationed oveMeas aimed at complete self-suffi- 
ciency within each theater. In Korea, Formosa and China, all the Army’s 
rice requirements were met locally. In Manchuria, the Army obtained its 
rice from Korea, securing other grains such as barley and wheat from the 
local area. In the Philippines, the Army received its rice from French 
Indochina, and in Malaya from Java and other nearby areas. Deficiencies 
which could not be met from any source in the theater were placed on 
requisition from other theaters or from Japan itself.'*® The Army and 
Navy claimed that all records of food shipped from Japan proper to over- 
seas forces had been burned, but estimated that from 30 to SO percent of 
such shipments were destroyed or damaged by ship sinkings, spoilage, etc. 

Early in the war, farmers were jealous of the relatively high wages 
paid industrial workers in the urban centers. As the urban position de- 
teriorated and city inhabitants were forced to make daily trips to the 
country to obtain food supplies at black-market prices, or exchange scarce 
civilian supplies for food, the position of the farmer improved relatively. 
This despite the fact that as the food situation grew tight the government 
changed its methods of collection from the farmers. At first (1941) 
farmers were permitted to retain the quantities of rice, wheat, barley, etc., 
necessary for seed*’ and household food requirements. The remainder 
was purchased by the government at fixed prices. Beginning in 1943, 
however, the government changed that method of collection by demanding 
a set quota of rice and allowing farmers to keep the balance. The gov- 
ernment hoped to collect more rice by this method. 

Under the revised system the central government decided upon the 
quantity of rice which must be supplied by domestic producers for meeting 
total ration requirements. This quantity was apportioned for collection 
to prefectural authorities, thence to village authorities, and then on to 
individual farmers. Although farming districts, in general, normally had 
sufficient food remaining after the quotas were met, the system tended to 
work hardships on farmers with small holdings and on those who, because 
of bad weather or for other reasons, had low' production in a particular 
year, since the government insisted that farmers sell their assigned quota 
and promised to ration rice to them if their supplies w'ere exhausted. The 
amount which a farmer was to receive as a ration, however, was not 


According to Captain Matsubaca, Chief, Third Section, Naval Stores Depot 
of Navy Ministry, Tokyo, November 1, 1945. 

4® The Japanese Army Food Supply System, Report No. 41, Quartermaster Analy- 
sis Section, 52S0th Technical Intelligence Co., Tokyo, March 9, 1946, p. 9. (Available 
in the Library of Congress, PB 23844.) 

41 For rice, each farmer was allowed 3 sho per tan (41 poimds per acre) for seed 
purposes. 
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guaractK''j bat (in (juJiDtity warned by ibc reniral gorern- 

mmt to the prefeetural aut]x<rit;e? for rettietribulion under ration to 
fanner-' wbo were nitbout -uiSHent houeeLoidl re'iairenienT-, In practice 
the quantity ibu- rationed to t]je-c fanciers tea? altvay- iess than the 
amount they had " !oaa«i " ’ije govenunent. A- a ic-ult fanners bad a 
strong motive for coneealing in e and keeping adequate ruppiies for tiiein- 
selves. Tiiis practice oi trithiioiding rice beeaine more pronounced as the 
gOTerorneDt began detuaridtng tvLeat. barley, potatoes and sweet potatoes 
in addition to rice, and a? city residents began flocking to the countrywide 
to purchase food directly irom farmers at black-market price-. 

Tlie oCSeial figures show a declining percentage of farm consumption 
to dome.itie production of staple foods. For example. 38 percent of the 
rice produced in 1940 wa? consumed on the farm compared to 33 percent 
in 1945. In the case of sweet jiotaiot- the percentage dropped from 77 
in 1940 to 39 in 1945. IS heat wa; the exception, the percentage rising 
from 51 in 1940 to 61 in 1945.^’ However, the various government 
measures adopted to couritcract fann withholding of food, sucli as patriotic 
appeal-; to fanner^, stricter jiolice -uiveillance. and increased subsidy pay- 
ments to fanner-, would indieaie that the govemment had more and more 
difficulty in the face of the black maiket lure. 

Prices had been riring -readily ever -ince the outbreak of the China 
War. By 1938 the Rice Control Special Account had exhausted its de- 
pregsion-aequired supply of wuqilu- rice and had no power to maintain 
low prices by releasing -tock. The maximum jirice of rice for the crop 
year.- 1938 and 1939 wa- fixed at 35.40 yen per koku but the market price 
rose above this in May 1939 and bv' July exceeded 40 yen,^* In the fall 
all prices of foods were frozen, except perishable^, at the September 18 
level. On November 6, however, the government raised the official rice 
price by 5 yen. In August 1940 ceiling prices on perishables, including 
fish, were established, after the jirices of these commodities had risen to 
such an extent that it was feared that land, fertilizer, labor, etc., would be 
diverted to the production of perishables at the expense of staple crops. 
Farmers began agitating for higlicr prices for rice and other crops, main- 
taining that production costs were too high compared to farm income. 
Accordingly, in August 1941, the government raised the base price paid 
to producers for rice to 44 yen per koku and provided for a production- 
incentive subsidy of 5 yen per koku. Control of other staples W'as 
strengthened on July 1, 1942, when the purchase and distribution of wheat. 


farm consumption were compared (o total food supply, the farmers’ relative 
poffltion would be more favorable, .since imported rice, the supply of which fell more 
precipitously, had gone almost entirely to urban consumere. 

^ Kome Tokeihyo (Statistics oi Rice), Ministry of Agriculture and Forestry, 
Tokyo, 1910. 
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bailey, naked bailey, and other ceieals T^ere made an exclusive goxern- 
ment monopoly 

The base puicha=e pnee, as may be seen in Table 57, and the pro- 
duction-meentii e subsidy foi iice uas not changed during 1942, but in 
1943 and 1944 the goicinment paid a base puce of 47 yen per koku and 
a production- incentn e subsidy of 15 50 yen pei koku, bunging the total 
price to pioducers to 62 50 yen per koku Puces paid to landlords for rice 
they received m payment for rent, houeier, remained at 47 yen per koku 
throughout the uar Landlords, moreoxei, vere not paid the production- 
incentive subsidies In 1944 another premium, in addition to all other 
payments, uas granted to both piodueeis and landlords for the 1944 rice 


TABLE 57 

1 41 iM PaitLS OF RlCt, jAPtN PROPER 1933-45 
(von pel koku) 

Stabiliied Farm Olfagl Base Pnee Prodveiwn-Incenlive 

Year Price Sange JoPio- To Land- Subsidy 

Minimum Maximum duceis lords Produccre Landlords 

1933 2330 3050 

1934 2430 3150 

1935 2480 3320 

1936 2490 3390 

1937 2730 3540 

1938 29 90 35 40 

1939 3250 4300 

1940 3900 4300 


1941 

4400 

44 00 

500 


1942 

4400 

4400 

500 


1943 

4700 

4700 

1550 


1944 

4700 

4700 

1550 


1945 

4700 

4700 

4550 

800 

1945 (Noi ) 

4700 

4700 

10300 

800 


Picmiumssjor Total Government 

Year Quota Deliveries Buying Price 

Pioditccn Landlords Producers Landlords 

1933 

1934 

1935 

1936 

1937 

1938 
1930 
1940 


1941 



4900 

4400 

1942 



4900 

4400 

1943 



6250 

4700 

1944 

40 00-10000 

1500-7500 

62 500 

47000 

1945 

4000-10000 

1500-7500 

62 500 

47000 

1945 (Nov ) 

40 00-100 00 

1500-75 00 

150000 

55000 


‘The piemium lined uithin the lange and depended upon the percentage of the 
quota dehveied See text for details 

tiDoes not include piemium foi quota delivery 
Source Compiled fiom data fiiinished by the Mimstry of Agnculture and Forestry 
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crop. This extra premium varied with the percentage of rice quota de- 
livered to the government, and ran as follows: 

Percentage oj Extra Premiums to Piv~ Extra Premiums to Lomd- 

QuotaDelivered ducers (yen per koku) lards (yenperkoku) 

SO-lOO 40 15 

100 and over 100 75 

Thus a producer received a total of 62.50 yen per koku for all rice de- 
livered up to 90 percent of his quota, 102.50 yen for each koku between 
90 and 100 percent of his quota, and 162.50 yen for each koku above 100 
percent of his quota. Landlords received less, as indicated in Table 57. 
These extra premiums were paid on the basis of an overall average by 
areas rather than to individual farmers. Consequently, individual farmers 
did not necessarily receive the premiums they deserved and the incen- 
tive was weakened. Early in 1945 the production-incentive subsidy to 
be paid for the 1945 rice crop was set at 45.50 yen per koku but in Kov- 
ember, before much of the crop was purchased, the subsidy was raised to 
103 yen, bringing the price, excluding quota premiums, to 150 yen per koku. 
However, this was after the war had ended and a general sharp upward 
trend of all prices had gotten underway. In contrast to the producers’ 
price, the wholesale price (price paid by distribution agency to selling 
agency) was fixed at 43 yen per koku in 1941 and was raised only once 
to 46 yen in November 1943. The retail price to consumers was slightly 
higher, averaging about 52.50 yen per koku, and was intended to cover 
costs of distribution less subsidies. The cost of the subsidy amounted 
to 770 million yen in fiscal 1944 and accounted for a large percentage of 
the budget of the ^linistry of Agriculture and Forestry. 

The government purchasing price (including subsidies) for other food 
staples such as barley, wheat, potatoes, etc., also rose sharply. The price 
of wheat increased 251 percent between 1941 and 1945, naked barley rose 
by the same amount, while sweet potato prices rose 210 percent and white 
potatoes 283 percent. Ceiling prices for such miscellaneous grains as 
corn, buckwheat and millet, which are normally consumed on farms mainly 
as feed, were set in 1939 and remained unchanged until 1944. By then 
these grains were entering the black market as foodstuffs and the ceiling 
prices were raised to bring them into line with staple grains, but black- 
market prices merely went higher. The ceiling prices set for perishable 
foodstuffs were never effective and the nation-wide standard price system 
for these commodities was abandoned in August of 1944 in favor of ceil- 
ings set by local authorities in line with local conditions. This step was 
not effective, how’ever, in diverting such foodstuffs from the black market. 

The black market was not extensive in 1942 but in 1943, as imports 
fell off, shortages of fertilizer began to be fell and the ration w'as adulter- 
ated with supplementary grains; as these then became scarce and much 
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harder to obtain, the government changed its method of collection and 
pressed farmers harder for more. A vicious circle was established which 
created an extensive black market in 1944 and a dominant one in 1945. 
As less food appeared in legitimate channels, a greater demand was created 
on the black market, this, in turn, reducing the quantity of food going 
into legitimate channels. Once this process set in, as it did in 1943, it 
could not be broken, especially since production declined and imports fell 
away. 

After 1944 rice and barley were used as mediums of exchange in many 
rural communities. To obtain tools and clothing, hire labor, etc., the farmer 
had to pay in food. This created fimther incentive for farmers to hoard 
as much of their crop as possible. The blaek market was most extensive 
in vegetables, fruits, fish, etc., and less so in rice and other staples. A 
private research organisation, in a study of purchases by factory workers 
in Tokyo during September-October 1944, found that such consumers 
purchased 9 percent of their rice, 69 percent of their vegetables, 38 per- 
cent of their fish and 7 percent of their seasonings on the black market.®” 
After the bombing and fire raids began and normal channels were dis- 
rupted, there was a marked increase in “ illegal ” transactions. Pro- 
fessional black marketeers began to buy up foodstuffs in the country and 
sell them in the city at fantastic prices. 

There is no doubt that the struggle to obtain food, which came to ab- 
sorb urban inhabitants in 1945, tended to hinder production. Absenteeism 
increased because of the necessity for day-long trips to the country to 
obtain food. There was a noticeable decline in workers’ efficiency due 
to inadequate caloric intake, accumulated war fatigue, etc. The decline 
in the monthly per-capita output of coal of the Mitsubishi Mining Com- 
pany, as shown in Chart 14, closely parallels the decline in the daily per- 
capita consumption of staple food by miners. Japanese estimated that a 
coal miner should receive about 6 go of rice daily, that is, 847.5 grams, 
which, supplemented with sufficient fish and vegetables, would provide the 
minimum food requirements for such strenuous work. In providing a 
worker with this rice, however, it would also be necessary to allot him 
3 go or 423.75 grams for each adult member of his household in order that 
he might not reduce his own ration by sharing it with his family. Before 
the war it was common for heavy workers in coal mines to consume as 
much as 8 to 10 go (1,130 to 1,410 grams) of rice daily, along with sub- 
stantial quantities of fish or meat and vegetables. In 1941 heavy workers 
in the Mitsubishi Mining Company were consuming about 700 grams of 
rice daily in addition to the supplementary foods. While the level of the 
staple was maintained, for the most part, throughout the war, it was the 


Survey oj Black Market Purchases by Factory TVorfcers in Tokyo, September- 
October, 1944, Institute for Science of Labor, Tokyo, January 1945, p. 7. 
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decline in the availabiliij" w' the siii']Jenjei)taTt' food' whidi affected the 
Troikert. Accoi'ding to officiale of the companv, m ItWo coal minere in 
Kyudni were able to obtain only 10 to 15 percent of the aiiiount^ had 
secured in 1940 of tuch supplementary foods as viEetables. fnuts, fish, 
meat, etc. At the end of the war. these workeis were living virteally by 
the staple ration alone, which amounted to only 700 grains daily, hile 
recognizing the influence of other factors affecting the decline of labor 
efficiency, such a= poorer equijinient and inadequate supplies of materials, 
transportation problems, etc., company officials expre-sed the belief that 
the decline in labor efficienty wa^ r-nn'iderably influenced by the actual 
decline in food con-umption.^^ 

To sum up, ilic deterioration of Japank food po-ition began in 1943. 
By the summer of 1945 the -ituation was critical. Black markets flour- 
ished, urban dwellers were not obtaining minimum food requirements. 
The government in desperation had rut imports of vital materials in savor 
of food=tuffs, but even thi- did not -rnffice as the blockade was pressed 
ti^ter.“ The stajilc- ratiou was cut. .-upplemeniaiy foods were no longer 
available on legiihuate maikets. The caloric intake during 1945 averaged 
1,680 calories per day compared to a minimum requirement of 2.16,5.“ 
Japan reached the beginning of the 1946 rice year tXovember 1. 1945,1 
with a rariy-rjver of only enough rice for four days' consumption 1 133,000 
tons). .4; a climax the 1945 rice c-iop proved to be a disastrous failure 
totaling only 6.4 million metric tons. Had the war continued, there 
would have been starvation in the urban centers of Japan during the winter 
of 194.5-46. 

Report oil Cotiifs .for lle'V'ie uj F od'Ctio\ in Coal .t/inc*. MiTsubi«hi Jllmng 
Cooipaav, Tokjo, Janusiy 1946. 

s^Jajisn requiri^' a niiainjum Cl 600.000 of sail for food per year. The pro- 
duction of -alt in Japan in 1915 ainounied to no more than 200.000 ions produced dur- 
ing the period from .April through .Sepeniber. Seasonally, during the months from 
October tc Maich. the produition of sab in Japun proper is almost imposable. Had 
the war continued, with imports cut off. there irould have been a grave salt deficienry. 
See Sembai Kyohu S'enipo (.Annual Beport of the Monopoly Bureau, Finance Ministii l 
for 1945. Tokyo, 1!W. 

A* A comparison of the caloric intake in Japan, the United Kingdcm, the United 
states and Germany, is as follows: 

.AttasGi: C.uoens Pat Citimx Pat Dix 

Japan VJi. U.S. Germany 

Pre-War (Japan 1931-35: UJa. 1934-3S: US. 

1935-39; Germany 1937-39: aterage) 2265 2987 3080 2907 

W 1900 2923 3215 2911 

Change from pre-war to 1944 (percent) ... — 17 —2 -1-4 - 5-1 

Sources: Japan. Report of the Medical DiiTsion. USSBS; UJf. and UR.. Food Con- 
lumption Let cls in the United Stales, Conoiio and the United Kingdom, Com- 
bined Food Board. Seeood Report. Dec. 1M4; Germany, Special Paper No. 4, 
Food and Agriculture, USSBS (Europe) Exhibit B. 
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Clothixc 

Japan built her textile industry to a peak in the thirties, making it 
the third largest in the world and then in the war years proceeded to tear 
it down. Total civilian production of cloth in Japan proper reached its 
peak in 1937 and thereafter declined sharply until in 1944; production -was 
only 7 percent of the 1937 figure. As is indicated in Table 58, exports, 
imports and consumption of cloth also reached their peak in 1937. By 
1944 exports and imports were both only 2 percent of the 1937 figure, while 
consumption was 7 percent. 

During the late thirties the chief factor in reducing civilian consump- 
tion of cloth was the export drive, military requirements being relatively 
small. The export peak, percentagewise, came in 1936 when 69 percent 
of total production was exported, although from the standpoint of 
volume slightly more was exported in 1937. The percentage exported in 
1937, however, dropped to 52 in view of greater total production. Al- 


TABLE 58 

CIVIU.VX Production. Imports, Exports ,rxD Amocxt op Tsxtiij: Ctj)Tii Avaiuble pob 
Consumption, J.w.in Propiir, 1935-44 

(in thousand stiuaiv yards) 


year 

Total Civilian Pro- 

Total 

Total 

Total 

ductionof Cloth 

Imports 

Exports 

Consumption 

1935 

5,824,516 

1,885375 

3309,727 

4,400,364 

1936 

4,944.277 

2,250391 

3,396,098 

3302,912 

3,798,770 

1937 

8^54,819 

2,107371 

6,159,778 

1933 

5,014,154 

1.374,411 

2,693,709 

3,694.856 

1939 

4;580,537 

1.456,199 

2393,422 

3,143314 

1940 

3,925.251 

971,612 

2,139,385 

2,757.478 

1941 

2,519,014 

777314 

1,174,526 

2,121302 

1942 

1.268,709 

176342 

232,064 

1,213,487 

1943 

768,199 

108,484 

265.183 

611,500 

1944 

422,985 

35327 

70,770 

387,742 

Sources: Japan Yearbook, 1943-1944; 
Control Association. 

Oriental 

I’l arbool-, ;947-J943; 

Japanese Textile 


though peak production of wool came in 1935, the export peak in terms 
of volume in 1936, percentagewise the peak was not reached until 1939 
when 28 percent of output was exported. In the case of cotton, produc- 
tion reached a peak in 1937 but the export peak percentagewise came in 
1939 when 84 percent was shipped overseas as Japan restricted domestic 
consumption and pushed exports to obtain exchange. Silk cloth output 
reached a peak in 1942 but the highest export levels, percentagewise, were 
reached in 1934-35. In rayon the production peak came in 1938, but in 
1935, 67 percent of output was exported, the percentage declining thereafter 
until it reached only 14 percent in 1942. In contrast to all other cloths, how- 
ever, exports of synthetic cloth actually rose in volume from 1942 to 1944. 

According to the Chief of the Textile Bureau of the Ministry of Com- 
merce and Industry, an annual per-capita consumption of 25 to 28 square 
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yards of cotton and 3 to 4 square yards of wool cloth is sufficient to pro- 
vide an adequate, if not ample, wardrobe. In the 1935-38 period, when 
cloth consumption in Japan reached its peak, the per-capita civilian con- 
sumption of cotton cloth ranged from 26 to 30 square yard= and from 3.5 
to 4 square yards for wool cloth. The decline which set in thereafter was 
due first to decreased production, secondly to the emphasis on exports, and 
later to growing military requirements. Following the beginning of the 
war against China in July 1937, production and imports of textiles began 
to decline while the demand of the military increased both in absolute 
and relative terms, but did not cut into civilian supply materially until 
after the beginning of the Pacific War. The percentage of total cloth pro- 
duction going to the military ro=e from 0.8 percent in 1937 to 37.8 percent 
in 1944. In the latter year 235.666,000 square yards went to the military 
while 387,742,000 square yards were available for civilians. 

Without raw materials for their textile machinery and markets for 
their products, Japanese war leaders decided at an early stage in the con- 
flict that textile machinery — good and bad — must be scrapped to provide 
metal for munitions, machines for war production, and to make available 
mill-floor space for expanding war industries. Scrapping orders issued by 
the government reduced production capacity to about one-quarter of pre- 
war sise. It is now known that conversion of the textile industry to 
munitions production, in Japan, began prior to Pearl Harbor. The 1941 
edition of the Kabushiki Kaisha Nenkan (Corporations Yearbook) lists 
various types of munitions production as some of the activities of the four 
major textile machinery manufacturers, Howa Kogyo KK., Osaka Kikai 
Seisakusho KK., Osaka Kiko KK and Toyoda Jido Shokki Seisakusho 
KK.'* The reconversion applications of these four companies, filed with 
SOAP, indicate that they converted to war production as early as 1938. 
For example, the reconversion application of Howa Kogyo KK., dated 
January 31, 1946, states, in English: 

. . . under the Prohibition Law against manufacturing Spinning and 
Weaving Machines issued in 1938, it became impossible for the company 
to continue the producing [of textile machinery] and was enforced by the 
Japanese government to turn to manufacturing munitions and continue it 
till the end of the War, 

Four separate amalgamations or scrap drives beginning in the spring 
of 1941 resulted in a decrease in Japan’s cotton spinning and weaving in- 
dustry of some 8 million spindle^ and 257,000 looms. Or as the Oriental 
Economist noted: 

. . .with regard to spinning facilities our cotton and staple fiber spin- 
ning plants were equipped with 13,782,000 spindles before the China In- 
cident which decreased to 3,071,000 in January 1, 1946— about 22 percent 


tiHikiu Shaken. Kaisha, Kyokai edition, pp. 357, 639, 651, and 652. 
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of wliat existed prior to the Iiicident. The remaining 78 percent was lost 
due to the dismantling of plants. . .for the confiscation of metals and to 
air raids.*® 

The Ministry of Commerce and Industry reported to SCAP that pro- 
duction capacity on a yen basis in the textile industry was down to 3.2 
billion yen compared to a prewar capacity of 9.2 billion yen — a decline of 
65 percent.*" The machinery taken was broken up on the mill premises 
by the Sangyo Setsubi Eidan (Industrial Equipment Corporation) , a gov- 
ernment company described in Chapter 2. Small weaver’s were also in- 
volved in the scrapping operation tlirough the Kosei Ginko (Peoples’ 
Rehabilitation Bank) which made cash compensation payments.®' Com- 
pensation by the Sangyo Setsubi Eidan generally took the form of 
non-negotiable bonds. The scrapping program was based on an organized 
plan but little attention was paid by the military to the value of any 
specialized equipment. For example, one observer noted that “in one 
mill an 18-color textile print machine, one of a dozen in the world, was 
scrapped while more common 10- and 14-eolor machines were untouched." *" 

Wherever possible the attempt was made, however, to convert entire 
plants to war production. The two basic industries to which textile mills 
were converted wore aircraft parts and chemicals. By mid-1943, 41 per- 
cent of all textile plants had been shifted to war production while only 
35 percent continued to produce textiles. The remainder had either been 
scrapped or were idle pending a decision as to their disposition. Of the 
127 cotton spinning mills shifted to war production, 43 were turning out 
aircraft parts, 9 had turned to chemicals, and 75 to machinery or other 
war industries. Of the 29 rayon and staple fiber factories converted, 11 
had turned to chemicals, 9 to aircraft parts, and the remainder to 
machinery or other war industries. The rayon plants which turned to the 
chemical industry concentrated for the most part on output of synthetic 
fuel. To cite a few examples of conversions; the Toyo Cotton Spinning 
Company had 53 plants, 38 for cotton, 4 for rayon and staple fiber, 9 for 
wool, and one each for silk spinning and wood pulp production. Only 
22 were in operation producing textiles. Ten had been fitted for aircraft 
parts and accessories in collaboration with Nippon Aircraft Company, 
Chuo Industi'ies, Kawasaki Aircraft. Two had been turned over to Toyo 
Steel Company, one had been leased to Sumitomo Metal Industries Com- 

Oriental Economist, Maicli 26, 1946. pp. 165-66. 

*" See Summation of Non-Mililary Aclivitica in Japan and Korea, SCAP-GHQ, Vol. 
3, December 1945, Tokyo, p. 88. 

*■ See “ FimctioDs and Mission of the Popular Rehabilitation Bank,” by Sakaguchi, 
Yoshihisa, in Zaisei, Tokyo, January. 1940. 

®*''The Future of Japanese Textiles,” by Nehmer, Stanley, in the Far Eastern Sur- 
vey, August 28, 1946, Vol. XV, No. 17, p. 261. See also “ Japan’s Textile Industry,” by 
Torrens, James G., in the Far Eastern Survey, June 4, 1947. 
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pany for the manufacture of butanol. Two had been turned OAcr to Toa 
Chemical Industry DeA’elopinent Company, one to Kodo Alcohol Company, 
and the remainder were used for the expansion of affiliated coinpauie? such 
as Toyo Synthetic Chemical Industry, Toyo Heavy Industries, Toyo 
Rubber-Chemical Industry, etc. Of the 15 mills of the Kanegafuchi Spin- 
ning Company, 27 were producing textiles, 10 had been put at the disposal 
of Kanegafuchi Industries, Ltd. of which seven were turning out aircraft 
part® and three chemicals. The remaining eight plants had been turned 
over to Jlitsui Chemical, Nikka Rubber, Nippon Tire, Sumitomo Com- 
munications Equipment Company, Nippon Aircraft Company, etc.’® 

In 1944 the government grew concerned about the shrinking supply of 
textiles and at a Cabinet conference on March 31, 1944, it decided upon 
“ Outline of measures for extraordinarily increased production of textiles 
in wartime.” It was resolved to operate all remaining plants on a two- 
shift basis, to permit the employment of women in staple fiber plants 
(hitherto forbidden), not to reduce capacity further, and to regard re- 
maining plants as essential war industries. Needless to say, in view of 
the growing steel shortage curtailment was not abandoned entirely although 
it was slowed somewhat. An examination of each specialized field of 
textile production in more detail will reveal the extent of curtailment during 
the war years more explicitly. 

The quantity of cotton grown in Japan has been infinitesimal com- 
pared with Japanese mill requirements. In the 31 years, 1909-39, pro- 
duction of raw cotton in Japan proper never equaled one percent of con- 
sumption. Yet cotton manufacturing had long been the foremost industry 
of Japan, and as a result raw cotton was Japan’s principal import. In the 
years 1928-38, the value of cotton constituted an average of about 20 per- 
cent of the total value of the import trade of Japan proper. The high 
point was reached in 1934 when cotton constituted 25 percent of the total 
value of imports.®® Over these years Japan was second only to the United 
States as a consumer of cotton and processed about 12.5 percent of the 
wwld total mill consumption. Before 1938 cotton constituted, quantita- 
tively, by far the most important fiber for Japanese clothing, household 
and industrial use. Of the quantity of apparel-type fibers retained for 
home consumption in Japan, cotton provided 90 percent until the early 
1930’s, and even through 1937, the peak cotton manufacturing year, con- 
stituted 80 percent. But, thereafter, as a result of government restrictions, 
it diminished rapidly. Actual per-capita consumption of raw cotton ap- 
pears to have been reduced from 9.5 pounds in 1937 to 6.2 pounds in 1938, 

®® See " Cotton Spinners Change-Overs,” Oriental Economist, July 1943, pp, 317-19. 

60 For an excellent discussion, see The Japanese Textile Industry, inS-ldSS, U. S. 
Dept, of State Division of Reseai-ch for Far Ea®t, OIR Report No. 4529, Washington, 
August 1, 1947. 
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to 1.3 pounds in 1939. Warm clothing especially for the poorer classes 
was made of quilted cotton material consisting of two layers of cotton 
fabric with a layer of cotton wadding between, and bed coverings were 
stuffed with cotton. Until 1937, the United States and India supplied 
90 percent of the cotton imported into Japan; thereafter the percentage 
dropped, falling to 51 percent in 1940, as Japan made efforts to free her- 
self from this dependence and as U.S. cotton priced itself out of the market. 
In 1940-41, for example, Indian cotton was over 40 percent cheaper than 
American. The percentage of cotton coming from Egypt, and particul- 
larly from Brazil and China, rose sharply. Imports of Brazilian cotton 
into Japan increased to a maximum in 1939 when they constituted 24 per- 
cent of Brazil's cotton exports and 13 percent of Japan's cotton imports. 
Japan laid grandiose plana for cotton production in Xorth China** but 
these failed to materialize although China became almost the sole source 
of cotton supply after Pearl Harbor. Technical difficulties in utilizing the 
short harsh cotton of North China without the long-style variety with 
which to blend it were never overcome. Imports of raw cotton fell from 
a peak of 2,033 million pounds in 1936 to 651 million pounds in 1941 under 
/ deliberate government restriction, principally in an effort to save foreign 
exchange. Imports dropped to 154 million pounds in the following year 
and in 1944 totaled only 31 million pounds. In the period from January 
through August 1945, 23 million pounds were imported. 

Despite this complete dependence upon the imported raw material, in 
the years preceding World AVar II Japan was among the three most im- 
portant cotton-textile producing countries of the world. It ranked third 
in the number of cotton-spinning spindles, second in the amount of cotton 
consumed, and firs.t as an exporter of cotton cloth. The number of cotton- 
spinning spindles in Japan increased from 3.8 million in 1920 to a peak 
of 12.2 million in 1937 (7.2 million in 1930). Of the 1937 total approxi- 
mately 3.5 million were required to process cotton for domestic consump- 
tion. As may be seen in Chart 15, of the 12.2 million installed spindles 
in 193'^ only about 9 million were in operation. This was due to the 
cartel (Japanese Cotton Spinners Association) action in requiring members 
to seal a portion of their spindles in order to avoid overproduction and 
consequent falling prices. The Spinners Association controlled about 97 
percent of all spindles, and although the number of spindles more than 
doubled between 1926 and 1936, the number of companies remained the 
same. The large mills expanded and the industry was concentrated in 
the hands of a few companies which moved toward vertical integration. 
After 1937 a marked decline set in for both installed and operating 
spindles, the former dropping to 11.4 million in 1941 and the latter, more 
sharply, to 5.9 million. By the end of the war the number of installed 


•I Detailed plans are given in the Japan Year Book, lOSO-1340, pp. 472-74. 
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spindles had been reduced to 2.7 million and operating spindles to 1.0 mil- 
lion, a decline from the 1937 peak of 78 and 89 percent respectively. The 
causes for this decline may be seen in Table 59. As a result of the war- 
time enforced amalgamation policy, the number of prewar cotton spinning 
companies was reduced to 10 by the end of the war (each company oper- 
ated a number of mills). It is apparent from Table 59 that 64 percent 
of the 1941 installed capacity was scrapped; only 7 percent of the decline 
in installed capacity was due to damage by bombing and fire. As a 
result of this decline in operating spindles, yarn output fell from 1.5 billion 
pounds in 1937 to 51 million pounds in 1945. 

TABLE 59 

Decuns in Cotton Spindles, by Company, by Cause, J.apan Proper, 1941-45 



(in tliousands of spindles) 




Imlallrd 

Jieductions Dtmng the War 


Company 

Capacity 

mi 

Scrapped 

Transferred 

Overseas 

irnr 

Damaged 

Stored 

Toyo Boseki KK 

. . 1,872 

13.17 

104 

91 


Diiiken SangAO XvK 

. . 1,586 

1,078 

73 

4 

217 

Dai Nippon Boseki KK. . ., 

. . 1.414 

882 

59 

54 

141 

Kanegafuclii Kogyo KK. . 

.. 1,312 

827 

53 

213 

50 

fshikisliima Boseki KK. . . . 

. . 1,166 

719 

15 

153 

54 

Daiwa ICorvo KK 

., 1.145 

728 

52 

181 

60 

Fuji Boseki KK 

996 

582 

66 

2 

9 

Xisshin Boseki KK 

892 

524 

72 

63 

244 

Kurashiki Kogyo KK 

845 

690 

6 

62 

10 

Nitto Boseki KK 

777 

507 

18 

2 

29 

Total 

.. 12,003* 

7,754 

518 

825 

814 


‘This is a toial of about 600.000 spindles more than Ihe total reported by the Tex- 
tile Control Association. It is believed that the discrepancy is due to the inclusion in 
the company reports of twister spindles. 

Source: Adapted from Table V, p. S, Keport uj ihe Textile Mission Lo Japan, Dept, of 
State Publication No. 2619. Far E.astcrn Series 13, Washington, 1946. 

As a consequence of the wide diversification of ownership of power 
looms in Japan, it is much more difficult accurately to summarize the 
impact of the war on the weaving industiy. The Japanese Textih Asso- 
ciation reported a peak of 393,921 looms in 1941 and a decline thereafter 
to 136,071 in 1945. The Textile Mission to Japan reported a total of 107,555 
operable looms at the beginning of 1946, while the Textile Association listed 
122,074 installed looms, of which 33,760 were operating. Of the 87,549 
looms which represented the installed capacity of the largo cotton spinning 
companies in 1941, 22,651 remained by the end of 1945, of which 10,555 were 
operable. Thirty-eight percent of the 1941 installed looms were scrapped 
while 13 percent were destroyed or damaged by bombing and fire. Inde- 
pendent weavers always held a larger total of power looms than the spinning 
companies and in prewar years there were thousands of small weaving plants 
averaging under 10 looms each. A proportion of these looms was very nar- 
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row, being suitable for the weaving of 18" cloths and under. With restric- 
tions on production resulting from the war, many of these plants disappeared 
as a result of the scrapping program of the government along with various 
concentration schemes. But at the end of the war independent weavers re- 
ported to SCAB that they numbered 2.500 and owned approximately 68,500 
operable wide looms and 28,500 narrow looms. From all the facts at hand, 
it may be estimated that between 20 and 30 percent of Japan’s prewar looms 
remained at the end of the war. 

Output of cotton cloth in Japan fell 98 percent during the period 1937- 
45, or from 4,826 million square yards to 55 million square yards. The 
effect on civilian supply in Japan, however, was not quite as great as this 
percentage decline would indicate, because, as may be seen in Chart 16. 
55 percent of the cotton cloth output in 1937 was exported. While exports 
of cotton manufactures in the thirties never yielded a large net credit 
for Japan, in most years it nearly always covered the cost of cotton im- 
ported from abroad for domestic consumption. Exports of cotton cloth 
dropped from a peak of 2.7 billion square yards in 1937 to 1 billion in 
1941 and then to zero in 1945. Although Japan built up her stocks of 
cotton cloth from 164 million square yards in 1937 to 854 million square 
yards by the end of 1941, this was only a four months’ supply at the 1937 
rate of domestic consumption. There was also a stockpile of 234 million 
pounds of raw cotton on hand at the end of 1941. During the 1933-37 
period an annual average of 3.6 million bales of cotton was consumed in 
Japan proper, of which about 1.4 million bales went into manufactures 
retained for final domestic consumption. This would mean an annual 
requirement for domestic consumption of approximately 700 million 
pounds and therefore Japan’s raw cotton stockpile was good for four 
months, at the 1933-37 rate of domestic consumption. This, of course, was 
not maintained. As early as 1938 cotton cloth for home consumption 
was required by law to contain at least 30 percent staple fiber and there- 
after the percentage was raised progressively. 

Japan led the world as a producer of rayon (including both rayon yarn 
and rayon staple fiber) in the three years, 1936-38, The combined produc- 
tion of rayon yarn and staple fiber in Japan reached its peak of 541 million 
pounds in 1938, or 30 percent of the aggregate rayon output of the world. 
Prior to Pearl Harbor the industry was concentrated in the hands of 34 
companies operating approximately 50 plants, chiefly in Yamaguchi, Shiga, 
Hiroshima and Okayama Prefectures.** *** 

The manufacture of rayon yam in .Japan was begun during World War 
I and remained small throughout the first decade of its development. By 
1928 the output of yarn in Japan totaled 16.5 million pounds, or 5 per- 

**See Japan's Sayan and Staple Fiber Industry Makes Great Strides, by Ono, 

Seiichi, ip Kciiai Joho, Sangyo-Hen, July 1940. 
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cent of the world output. From sixth place in that year, Japan rose, 
before the end of tlic following decade, to the position of the world’s 
largest rayon-producing and exporting eountiy. In 1937 its production 
of rayon yarn reached an all-time peak of 336 million pounds, or 28 per- 
cent of the total world production. 

Since 1937, staple fiber has constituted the major product of the rayon 
industrj-, as may be seen in Table 60. Introduced in the early part of 
the decade, staple fiber became of increasing importance to the Japanese 
as a substitute and alternative spinning fiber for imported cotton and 
wool. The production of staple fiber expanded from less than a million 
pounds in 1933 to a peak of 327 million pounds in 1938, when it consti- 
tuted 39 percent of the world total. It was both cheaper and faster to 
make than rayon yarn and the wood pulp which went into its production, 
even though imported, required less exchange than did wool and cotton 
imports. Prior to Pearl Harbor Japan had not succeeded in becoming 
independent of foreign sources for its supply of wood pulp for rayon. It 
was particularly deficient in the dissohnng grades of wood pulp which it 
imported principally from the United States, Norway, Finland, Sweden 
and Canada.”* 


T.tBI.E fiO 

R »TON Yarn .cnd Stapie Fibek Pbobucijon. 1935-46 
(in millions of pounds) 


Year 


Turn 

Total 

Staple 

Total 

r/sco.ie 

Cupitimmonhon 

Yam 

Fiber 

Rayon 

1935 

.... 201.0 

9.8 

210.8 

13.6 

224.4 

1936 

.... 261.8 

lU 

273.1 

45.9 

319.0 

1937 

.... 324.7 

11.2 

335.9 

1755 

511.4 

1938 

...'. 202.9 

11.0 

2130 

327.2 

541.1 

1939 

.... 229.6 

8.9 

238.5 

SOU 

5390 

1940 

.... 208.3 

7.8 

216.1 

2850 

501.9 

1941 

.... 159.4 

8.7 

168.1 

296.6 

464.7 

1942 

. . . . 89.0 

6.4 

95.4 

1745 

269.9 

1943 

. . . . 43.6 

4.9 

50.5 

121.7 

172.2 

1944 

. . . . 195 

3.6 

220 

830 

106.1 

1945 

.... 4.5 

1.1 

5.6 

21.9 

27.5 


Source: Textile Mi'-iion to Japan. 


During the last half of the decade (1930-40), the supply of rayon yarn 
available for domestic purposes aA'eragcd less than 50 percent of produc- 
tion. More than half was either exported as yam or in rayon fabrics. 
Staple fiber production, on the other hand, went largely for use within 
Japan. Over tliE last half of the decade approximately 75 percent was 


IVhile the Japanese preferred the imported pulp for quality it was not absolutely 
essential. The domestic pulp used during the years 1942-45 lessened the quality of the 
cloth, but compared to cotton and wool it was a raw material available at home. 
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consumed domestically .“■* It was not unnatural, therefore, that TS’hen cur- 
tailment set in, rayon yarn output should have been hit hardest. There 
was a 98 percent decline in rayon yarn output from its peak in 1937 to 
1945, while the decline in staple fiber output from its peak year 1938, to 

1945, was 94 percent. 

The immediate causes for decline in output after 1937-38 were (a) the 
imposition of exchange control and the adoption of the rayon-woodpulp 
“ link ” system of foreign trade control, which, by cutting down pulp im- 
ports, cut rayon production, and (b) the contraction of foreign markets 
as discriminatory measures against Japan were adopted more widely. 
The decline after 1941 was due mainly to wartime scrapping of the indus- 
try’s machines and conversion of its plants to production of chemicals 
or airplane parts. Of the total registered capacity of the rayon industry 
of over 1.6 billion pounds in 1939, there remained in January 1946 a total 
registered capacity of 532 million pounds. In the yarn branch of the 
industry there was a decline of 73 percent due to scrapping or conversion 
while war damage accounted for less than one percent. In the staple fiber 
branch the decline was 61 percent with war damage also accounting for 
less than one percent. Of course, registered capacity in the rayon indus- 
try was a nominal and arbitrary figure based on standard factors for 
inachineiy in place and to some extent on machinery that did not exist. 
This fictitious registration was used to avoid restrictions imposed on rayon 
companies by the industry’s control association. It was found that rayon- 
yarn productive capacity, based on actual machinery, was approximately 
72 percent of registered capacity and staple fiber was 64 percent. This 
practice was the result of curtailment of output by the Japanese Rayon 
^Producers’ Association in order to stabilize the market. Curtailment 
measures made mandatory the “ scaling ” of a certain percentage of the 
spinnerets of each company. In addition, producers were frequently re- 
quired to withhold a fixed proportion of their output of yarns from the 
market by depositing surplus stocks in cooperative storage under the juris- 
diction of the association. The rate of curtailment in opoiation rose from 
20 percent in 1935 to 80 percent in 1940. This was strong inducement to 
over-register capacity."^ Of the 47 plants producing rayon in 1941, 31 
were taken out of rayon production by wartime scrapping or conversion. 

Production of synthetic cloth, the ultimate end-product of both yarn 
and staple fiber, reached a peak of 1,665 million square yards in 1938. It 
was exceeded only by production of cotton cloth in the period 1936 to 
1943. From 1943 to the end of the war, silk production jvns greater than 
synthetic cloth output due largely to the more rapid decline in synthetic 

'^OrientMl Economist, “The Royon .ind Staple Fiber laJiHln-. 1937-1944,'’ Way 25, 

1946. 

See Oticnia] Economist, May 25, 1946, pp. 339-40. 
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eioth oiitpot. Its production fell 89 percent over the period 1938-44. (See 
Table 61.) While exports of cotton cloth and silk were principally used to 


TABLE 61 

Pbodcchox uf SYXTHmc Cloth. J-1p.*s Pkopeb, 19!1.'>44 
(in millions of square yards) 


Teor 

Total Production 

Filament Rayon 

Spun Rayon 

1935 

745 

731 

14 

1936 

liw 

927 

117 

1987 

1297 

1,034 

263 

1938 

1563 

607 

958 

1989 

U13 

6S9 

624 

1910 

902 

631 

271 

1911 

633 

483 

153 

1942 

396 

273 

123 

1943 

257 

127 

130 

19« 

165 

67 

98 


Source: Japanese Te.\tile Control .Association. 

obtain exchange in the late thirties, it was synthetic cloth which clothed the 
Japanese consumer and was shipped to yen-bloc countries to meet their de- 
mand.s. The latter demand was the reason e.vports of synthetic fiber were 
maintained at a higher level than that of other cloths in the last three years 
of the war. While synthetic cloth export.s declined 88 percent from 1937, 
woolen exports fell 96 percent, 'ilk exports 97 percent and cotton cloth ex- 
ports 99.8 percent, by the end of 1944. According to the Chief of the Textile 
Bureau of the Mini'try of Commerce and Industry, there was much 
grumbling in Japan during the war year? because of the poor quality and 
short life of the synthetic cloth, but then, as he added, there was much 
grumbling about many things. Had it not. however, been for the very real 
strides made in the production of synthetic cloth in the mid-thirties, the 
Japanese consumer would have had to rely wholly upon an insufficient 
supjily of silk alone. 

Prior to 1937 Japan was dependent upon Australia for 94 percent of 
the wool used by the woolen and worsted industry, Japan in turn ex- 
ported large quantities of rayon and cotton cloth to Australia and when 
that country placed severe restrictions on these imports in 1936, the Jap- 
anese government ordered purchases of .Australian wool reduced by two- 
thirds. Because it failed to find sufficient wool in South .Africa, New Zea- 
land or South .America to meet its military demands, Japan was forced to 
purchase an additional amount of wool on .Australia's terms but neverthe- 
less imports of Australian wool dropped 53 percent between 1937 and 1941. 
Total raw wool imports fell from a peak of 257 million pounds in 1937 to 
120 million pounds in 1941 and then, when the war cut off all sources of 
import except North China and Manchuria, imports fell swiftly, dropping 
to a mere 4 million pounds in 1944 and to 1.7 •million pounds in the eight 
months January-.Aiigust 1945, Since Japan produced no wool of any 
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consequence at home, this drop in imports meant a corresponding cut in 
yarn and cloth production. 

In 1937 the wool industry in Japan was placed under government con- 
trol. Imports of wool were restricted under the Exchange Control Law 
and the manufacture of wool goods for domestic civilian use was curtailed 
in favor of military use and export. After October 1937 licenses were re- 
quired for the import of wool into Japan. It became apparent in early 
1938, however, that the reduction in supplies was adversely affecting the 
country’s export trade in wool fabrics. Therefore the system of linking 
imports of wool to exports of manufactured woolen goods was adopted. 
Under this procedure, exporters of wool manufactures were granted import 
permits for amounts of wool corresponding to the wool content of their 
exports. In October 1937 the government decreed that from 20 to 30 
percent of staple fiber should be used in all woolen and worsted goods for 
home consumption, made from imported wool. In July 1938 these per- 
centages were increased to from 50 to 80 percent and goods produced with 
a smaller proportion of substitutes were forbidden to be sold on the home 
market. This policy of compelling the industry to stretch its stocks of 
wool by mixing with other fibers was accentuated with the outbreak of the 
Pacific War. Wool was mi.ved not only with large quantities of rayon 
staple but with such other fibers as hard fiber waste, mungo hair, goat 
hair, mulberry bark, silk, silk waste, and waste recovered from cotton and 
wool rags. Although such mixture cloths did not compare with all-wool 
fibers in durability and warmth, they had to serve the civilian population. 

The two principal divisions of wool cloth manufacture are the woolen 
and the worsted. The differentiation faftween these is based chiefly on the 
method of treating the wool fibers during the process of manufacture, 
especially in the preparation of yarns, since the character of the final 
product is largely set by the time the wool has been worked into the yarn 
state. In the manufacture of woolen yarn the individual wool fibers must 
be thoroughly intermingled but their arrangement is of secondary impor- 
tance. This permits utilisation of fibers of all lengths. Woolen yam is 
especially suited to the manufacture of soft, heavy fabrics, such as those 
used in overcoats for both civilian and military use. Worsted yarn is 
spun from tops. The wool fibers are paralleled and equalized, and the 
yarn is smooth compared with woolen yarns. Worsted fabrics as a rule 
are woven much lighter in weight than are woolen. It is this fact that 
accounted for the large proportion of worsted spindles in the Japanese 
wool manufacturing industry, as the demand in the home market and for 
export was chiefly for light-weight fabrics. Production of worsted yarn 
exceeded woolen until 1939. The peak in production of the former oc- 
curred in 1936, while the production of woolen yarn was greatest in 1939. 
Thereafter the decline was about equal. Total production of woolen and 
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worsted yam fell from a peak of 155 million ])oimds in 1936 to only 14 mil- 
lion ]wunds in 194.5. a decline of 91 percent. 

The concentration of the .Japanese worsted industry in the hands of 
a comparatively few companies with integratcil operations was similar 
to the cotton-spinning industry but in contrast to the woolen industry. 
The latter was characterized by a wide range in the capacity of milU 
from verj' large to small units and by a diversification of ownership. 
Owing to this lack of concentration in the woolen industiy and to the 
location of most woolen mills away from urban target areas, it did not 
suffer an overall capacity reduction to the same extent as the worsted, 
cotton or rayon industries. As may be seen in Table 62, the number of 
woolen cards wa- reduced by 311 or 40 percent over the period 1939-45. 
The number of worsted spindle-, on the other hand, which had increased 
from 1,120,000 in 1935 to 1.632.966 in 1939. was reduced by 1,251,990 or 
76 percent from 1940 to 1945. Of this reduction in worsted spindles almost 
two-thirds resulted from scrapping. The weaving capacity of the Japanese 
woolen and worsted industries was a- dispersed as the weaving capacity 
of the cotton textile industry. In 1935 worsted and woolen looms in the 
hands of spinners totaled about 9,000. but an additional 21,000 looms weie 
scattered about the country in hundreds of small weaving establishments. 
Around the city of Xagoya, for example, many farming families were en- 
gaged in the weaving of woolen and worsted goods as their secondary line 
of business. Of the 29,336 looms which Japan had in 1939, 16,279 were 
scrapped, 2.435 were damaged, and 311 were -hipped overseas during the 
war. a total reduction of 64 percent. 


T.5jI.E 62 

IlianrcTio> IN \V()Oij:n Cmid?' and Worsti.d SpiNnu:t4, Japan Phopik, 1939-45 


Woolen CfUfls 


In pluec. 1939 765 

Scrapped 61 

Transferred to other fiber^! 10 

Shipped over-pu- 26 

DaicaKPd by war 214 

Total Keduction^ 311 


Source: Japane'se Textile Control A'-opialion. 


Worsted Spindles 
1,632,966 
777,806 
109,080 
85,426 
279,678 
1,251,990 


The decline in woolen cloth production over the decade from 1936 on 
may be seen in Table 63. While production fell 98 percent between 1937 
and 1945, civilian consumption dropped 97 percent. The military use of 
wool cloth rose from less than one percent in 1935 to 63 percent of total 
production in 1944. Exports were at a physical peak of 38 million square 
yards in 1936 but were highest percentagewise in 1939 when they amounted 
to 28 percent of total production. During the Pacific AVar years they 
dwindled away to nothing. Stocks on hand declined steadily through 1940 
and then rose the following year to 26.7 million square yards by the end 
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of 1941. The Bombing Survey concluded tliat at tlie 1936-38 rate of 
consumption, stocks of finished wool cloth on hand at the end of 1941 
were equal to approximately 12 day-^’ requirements. Export requirements, 
however, were included in the 1936-38 rate of consumption. If these are 
excluded, it appears that stocks of wool cloth on hand, at the 1936-38 rate 
of consumption, at the end of 1941, were equal to 42 days’ requirements. 
In addition, stocks of raw wool on hand at the end of 1941 amounted to 
30 million pounds, slightly less than one-third of average annual imports 
of raw wool over the four years, 1938-41. 


T.tBLE 63 

Production .and I’.ac of IVoolkn Cloth, J.apax Profi.h. 1936-45 
(in millions of ■•^uare yiiitl.'') 


Year 

J'oiai” 

Production 

Military 

Use 

Exporln 

Civilian i> 
Consumption 

Slocis 1 
on Hand 

1936 .. 

.. 2863 

22 

38.1 

252.3 

443 

1937 .. 

. . 259.5 

10.6 

36.0 

211.0 

46.1 

1938 .. 

272.0 

293 

25.1 

222.2 

41.4 

1939 .. 

104.7 

22 8 

29.6 

68.2 

25.4 

1940 .. 

77.5 

19.7 

17.9 

43.9 

213 

1941 .. 

. . 83.0 

20.5 

123 

44.9 

26.7 

1942 .. 

66.0 

26.9 

4.5 

478 

13.4 

1943 .. 

71.8 

28.7 

2.1 

42.0 

12.3 

1944 .. 

543 

34.9 

1.5 

18.0 

12.5 

1945 4 

5.0 

38 

.0 

6.5 

7.1 


‘Includes produclion in government plants as well ns prodiiclion in private plants 
for military use. 

" Excludes exports. 

‘End of the year. 

4 Jan.-August. 

Sources: Textile Bureau, Ministry of Commerce and Industry and Textile Control 
Association. 

Silk was the one textile whose raw materia] was wholly available in 
Japan proper and did not have to be imported. It might have been ex- 
pected, therefore, that its production would have been maintained through- 
out the war. Such, however, was not the case. Due to the increasingly 
tight food situation, it became necessary to convert mulberry acreage to 
potato and soybean production. Mulberry acreage fell 60 percent between 
1940 and 1945 as is shown in the following table: 


Mulberry Acre.vie .and Cocoon Production, 1940-45 


Peor 

Mulberri/ Area 
choj a 

Area Cimvertrd io 
Froduc/ion 
(in cho) 

Cocoon Produclion 
(in 1000 kan) ^ 

1940 . 

533.918 


81546 

1941 . 

494,449 

39.469 

69,848 

1942 . 

412,624 

81,825 

55.851 

1943 . 

363,961 

48,663 

52,938 

1944 . 

264,359 

99,602 

40312 

1945 . 

214317 

50,143 c 

23.703 

» 1 cho = 

2.45 acres. 



1 kan = 

8.27 lbs. 



c to August 1945. 



Source: Agricultural Administration Bureau. Ministry of Agriculture and Forestiy. 
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Duiisg the course of the war 319,701 cho or 783,267 acres were con- 
verted from mulberry to foodstuffs. The greatest conversions occurred in 
1944 as the food situation became more desperate, but had the war con- 
tinued an even larger conversion would have occurred in 1946. Some 50,000 
cho were converted to soybean production in June of 1945 and in mid- 
August an additional conversion of 150,000 cho was ordered. Had this 
been carried out, it would have cut mulberry acreage to virtually nothing. 
In its memorandum to prefectural governors, the Agricultural Ministry 
stated: 

In view of the present circumstances it is essential at any cost to plan 
for the strengthening of self-sufficiency in foodstuffs. . . .in view of the 
need to secure additional areas for the planting of grains and the tremen- 
dous importance of having a large area at planting time, it is permissible, 
if necessary, to dispose of the traditional crops and plant sweet potatoes 
quickly in order to encourage temporary planting. . . .Since the in- 
crease of foodstuffs is vital, it will be permissible to dispose of fruit trees. 
Basic policy for disposing of mulberry trees is by the “ Kabusage ” 
method. However, since self-sufficiency of foodstuffs is absolutely es- 
sential, they may be disposed of altogether and areas completely cleared.'® 

Cocoon production fell more sharply than mulberry acreage, declining 
by 72 percent over the 1940-45 period, while raw silk output dropped most 
sharply of all, falling 87 percent over the same period. Part of the ex- 
planation is found in the government’s policy of scrapping equipment. 
Prewar and end-of-war capacity in the row silk industry may be seen in 
the following table; 

C.WAaiv IX THE R.aw Silk Indubirt, 1939-45 

Mulli-TIvead Basini Ordinary Basins Total Basins 


1939 Capacity 87,038 63,807 150345 

Scrapped 71,374 53,261 126,635 

War Damaged 964 1,446 2,410 

Total Reduction 72,338 56,707 129.045 

End-of-war Capacity . . . 14.700 7,100 21,800 


Source ; Raw Silk Bureau, Ministry of Commerce and Industry. 

Reduction of basins was 85 percent of 1939 capacity and as is apparent 
from the table, almost all was due to enforced scrapping. War damage 
accounted for only 2 percent of the total reduction. Raw silk production 
fell from 94.0 million pounds in 1940 to 12.3 million pounds in 1945. The 
trend may be seen in Chart 17." Domestic consumption of raw silk, 

" Memorandum from Chief of the Agricultural Administration Bureau of Ministry 
of Agriculture of Prefectural Governors, Concerning a Plan for Collective Planting vj 
Fan and Winter Crops in 1945, Tokyo, August 16, 1945, p. 3. 

'7 Imports shown in Chart 17 are of a class of raw silk called “tussah,” obtained 
from the cocoons of wild (in., undomesticated) silkworms, which is used for rough, 
uneven-textured materials such as pongee. Imports of tussah raw silk, chiefly from 
Korea, Kwantung and Manchuria, averaged 2i million pounds annually in 1932-37. 
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however, did not fall proportionately since exports accounted for 41 per- 
cent of 1940 production (they had averaged 67 percent over the period 
1934-38) but fell to negligible proportions after 1942. Furthermore, all of 
the raw silk classed as " domestically consumed ” did not really go to the 
Japanese consumer prior to 1940, since a considerable portion went into 
silk fabrics which were exported. The total consumption of raw silk in 
the manufacture of fabrics for export is estimated to have averaged 14 
million pounds annually in 1934-38, or about 40 percent of the total volume 
of raw silk retained within Japan. Such diversion of raw silk, however, 
was virtually eliminated after 1941. During the war, the Japanese textile 
industry consumed propoi'tionately large amounts of silk, particularly 
in mixtures with rayon staple fiber and wool. The availability of raw silk 
formerly exported, of waste or substandard silk, and the shortage of other 
raw materials were responsible for this policy. Industrial workers, for 
example, were furnished w'ith suiting sei'ges made of silk, rayon and one- 
ninth wool. Not only was silk mixed extensively with other fibers in the 
production of cloth, but as cloth it was used more widely than ever before 
in Japanese clothing. Prior to the China War, silk had been a luxury 
item in Japan, but the decreasing availability of cotton and wool after 
1937 led to greater use of silk. For example, silk underwear was not pro- 
duced in Japan except for export prior to 1939 but during the war years 
production actually increased and the whole output was consumed 
domestically.^ 

Unfortunately, there are no statistics available indicating the propor- 
tion of raw silk produced which was used in the production of mixed 
cloths.'® It is known that silk cloth production reached a peak in 1941 
of 494,752,000 square yards, declining by 1945 to 51,732,000. The following 
rough calculation may provide a clue to the degree of the diversion. Total 
domestic consumption of raw silk in 1939 amounted to 43 million pounds. 
This produced 461 million square yards of silk cloth or a ratio of approxi- 
mately 1 pound to 10 square yards. In 1945 production of raw silk was 16 
million pounds. Cloth output was 51 million square yards. The ratio was 
thus roughly 1 pound for 3 square yards. It may be assumed therefore that 


" The number of points required to purchase sflk cloth, after the rationing system 
was adopted in February 1942, was just one-fourth of that necessary to buy an equiva- 
lent amount of cotton or woolen cloth. 

" In July 1940 the government had ordered the compulsoiy mixing of from 20 to 
30 percent (by weight) of raw silk with staple fiber, rayon, and cotton in the manu- 
facture of yarns and fabrics intended for domestic use or for export to yen-bloc coun- 
tries. The government allotted 10,000 bales of silk per month to the Cotton Spinners’ 
Fedemtion and the Staple Fiber and Wool Industry Federations. Because the utilisa- 
tion of silk as a blending medium required some readaptation of existing equipment, 
however, the government found it could not immediately enforce the measure, and 
compliance was placed on a voluntary basis. 
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the difference hetween 3 square yanls and 10 square yards was going into 
the output of mixed fabrics, or, in other words, tliat 3/10 of the output of 
raw silk was going to silk fabrics while 7/10 was going into mixed fabrics, 
as compared \rith 1939. Tlie output of raw silk in 1945 was 13 percent of 
the 1940 level. 

Exports of silk cloth, which had constituted 29 percent of total silk 
cloth production in 1936, declined to 5 percent in 1941 and then vanished 
in 1945. The out]iut of silk cloth in .lapan dropped 90 percent over the 
period 1941-45. On a comparative basis, however, as was to be expected 
of the textile whose raw material was wholly available at home, output 
of silk was maintained at a better rate than cither of the three cloths pre- 
viously discussed. If 1937 production for all four textiles is used as a 
base and set at 100, the relative figure for 1945 output was 10 for silk, 
3 for rayon, 2 for cotton and 2 for wool. The Oriental Economist index 
of industrial production, which was reestablished after the war, and cal- 
culated back to April 1945, indicates that total textile output stood at 
6.7 in April 1945, (1931-33 = 1001 and then fell to 2.8 in August 1945.™ 

Control of the production and distribution of textiles was as compli- 
cated as any phase of the Japanese economy. IVhile control had been 
underway since 1937,"' and measure had followed measure, tlie Oriental 
Economist noted in 1943 that: 

Because of the existence of ?o many distribution control organs, control 
has been extremely complicated and a fairly large amount of fees have 
been involved as fiber manufactures passed from producer to retailer. At 

™ Oriental Economist, M.ircli 22, 1947. p. 221. 

71 Control over ."iilk prodriction and price-*, however, had a mucli longer histoi-y. 
Government puivhasing operations to support the market woi-e ean-ied out bj- the Im- 
perial Silk iSyndieate, popularl}- known as the Teisan, in 1914-15, in 1920, in 1926-27 and 
in 1930. The Raw Silk Price Stabilization Law bevame effective in -April 1937. In 
January 1940 the Raw Silk Di.*tribution Control .Act was pa-^sed, designed to ration raw- 
silk domestically in order to forec the rclea-v of a compuUoiy fixed volume for export. 
The high in-ices of silk in 1939 had impeded exports and resulted in loss of much 
needed foreign exchange. Under the Act only certain oi-ganizations of silk traders, 
designated by the government, ivere empowered to buy or sell silk for domestie use. 
Deliveries of raw silk to domestic manufacturers and processors could be made by these 
selected distributing agents only in exchange for allotment tickets. These tickets were 
apportioned to eaeli manufai-turer and pi-oces-or for quantities deemed necessary for his 
lequii-cments. The Reserve Fund Sy-tem was put into effect on July 1, 1940. This was 
intended to cheek speculation by (1) prohibiting hedge selling in liquidation trading, 
(2) maintaining i-ea-onable selling pricc.s for export, and (3) coulrolling price differen- 
tials between export silk and silk for domestic consumption. On May 7, 1941, the Raw 
Silk Industi-y Contr-ol Law was enacted. This had for its purpose the complete and in- 
clusive unification of all sericultural, silk reeling, and silk distributing activities of Japan 
and the elimination of the middleman. Centralization of control over all phases of the 
silk industry was vested in a semi-public organization knorvn as the Japan Raw Silk 
Company, capitalized at 80 million yen, half of rvhich was subscribed by the government. 
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the same time the supply of fibers has grown shorter. Under these cir- 
cumstances individual and separate controls over different branches of 
the fiber industry have contributed but little to the general production.^- 

At that time four control associations exercised supervision over cotton, 
rayon, silk, and wool and hemp. In addition, there were two overall bodies, 
the Fiber Manufacturers' Control Council, which dealt with the govern- 
ment, and the Fiber Industry Control Council, which served as liaison 
between the four control associations and the subsidiary distribution con- 
trol organs. There were 57 subsidiary distribution control companies 
with federations of commercial associations attached to them. This 
proved even too corai)lcx for the .Japanese and in October 1943 the four 
control associations and the two liaison bodies were consolidated into one 
Textile Control Association while the 57 companies were merged into 19. 
On the government side control over silk was exercised by the Ministry 
of Agriculture and Forestry; over rayon, cotton and wool by the Ministry 
of Commerce and Industry. A combined Textile Control Board allotted 
raw materials to spinners and weavers and set distribution quotas for 
textile clothing manufacture. Distribution went down the line to prefec- 
tural control companies which were the sole distributing agencies for their 
respective prefectures and which were composed of local wholesale and 
retail dealers and department stores. Working clothes were distributed 
at places of employment and students' clothing at schools in exchange for 
ration tickets. Other items were sold generally to consumers through 
local department and retail stores on a point-rationing basis. 

The Textile IManufactures Distribution and Consumption Control 
Regulation was promulgated on January 20, 1942, based on the provisions 
of the National Genci'al Mobilization Law, and clothing rationing under 
a point system got under way on February 1, 1942. At that time each 
urban resident received a 100-point ration book and each rural resident 
an 80-point book. This allowance wa.^ intended to cover a period of one 
year, ending February 1943. At the end of the first year a sun’ey in- 
dicated that about a quarter of the points allowed for clothing had been 
unused and on the basis of this survey the individual point allotment was 
reduced 25 percent. In June 1943 national standard models for clothing 
were established and in August the overall number of varieties W'as cut 
60 percent in order to simplify output. It was apparent by January 1944, 
when a new ration was considered, that textile supplies did not permit 
another general ration at the 1943 level and after delay for some time the 
government finally announced a general 50-point ration for persons under 
30 years of age and 40 points for those 30 years and over. This was the 
last general clothing ration distributed. However, throughout the war 
special allowances were issued to pregnant women, brides, repatriated and 


"•^Oncntal EcononiisL, December 1943. p. 577. 
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demobilized persons and air-raid victims. The structure of the clothing 
point-rationing system is shown in Table 64. 


T.4BLE 64 


Jap.wesb Clothing Sationixo Point System. 1942-45 
1. Regular Individual Allowance — Ration Points 


Date o] 
Issuance 
Feb. 1, 1942 
Jan. 18, 1943 
April 1, 1944 


Date ol 
Issuance 

Feb. 1. 1942 
Jan. 18, 1943 
April 1, 1944 
1945 


Urban 

Rural 

Age SO 

Under SO 

Residents 

Residents 

QTiaOver 

Years of Age 

100 

SO 



75 

60 

. , 




40 

SO 

2. Special Allowances— Ration Pmts 


Pregnant 

Bridcs-io-be 

Repatriated it 

Air-Raid 

Women 

(maximuin) 

Persons ( max.) 

Victims 

. 100 

500 

200 


100 

500 

200 


. 100 

500 

200 


. 100 


200 

50-250 


Source: Textile Bureau, Ministry of Commerce and Industry. 


Japanese authorities estimated that an average family of five, including 
two adults, two children and one infant, required about 400 points a year 
for a minimum wardrobe. During 1942 each five-member family re- 
ceived 500 points, from February 1943 to April 1944 it received 376, there- 
after it received 220. Thus, although the average family of five required 
about 1,600 points from February 1942 to the end of 1945, it received only 
1,095. Table 65 will afford some idea of what might have been purchased 
over the four-year period w'ith the available points, assuming the family 
had the money and that the goods were available on the market.''® 

Even had the full allotted ration been available, it would not have 
been adequate. However, because of the decline in textile production and 
the losses due to war,'^ there was not enough clothing available to meet 


The United Kingdom clothing ration was reduced from the first year’s level of 66 
coupons per person to a basic rate of 48 coupons per nnnuni. This parallels the initial 
reduction in Japan. There was, however, in Britain, a supplement of 10 coupons for 
children and manual workers. This ration was maintained through 1944 but the 24 
coupons released in February 1945 were required to last for seven months instead of 
six, so that the basic ration for that period was 41 coupons. A man’s suit required 26 
coupons. Thus, after the first year of clothing rationing, the purchase of a suit in Eng- 
land required 26/48 or a little more than one-half of the annual ration. In Japan it 
required 63/76 or roughly 7/8. In Biitain in 1944 it required 63/40 or 14 times the ra- 
tion in Japan; in 1945 it required 24/41 or approximately 3/5 of the ration. In 1945 in 
Japan it could not be obtained except possibly on the black market at extra-legal pricee. 

Air attacks, it is estimated, directly destroyed 2 billion square yards of cloth, 458 
million of which were in various mills, 275 million in warehouses, and 13 billion in 
homes. See Japanese Wartime Standard of Living, USSBS, Washington, January 1947, 
p. 39, based on a special report by the Textile Control Association for GHQ, Tokyo, 
January 1946. 
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point demands for it. Even tlie volume of clothing sold on the black 
market, according to all available testimony, w as very small. The greatest 
volume of transactions developed in 1943 when urban residents, whose need 
for food was more pressing than their demand for clothing, were forced to 


TABLE 6S 

Point Values of Selected Items of Clothing and Household Use, Japan, 1943 


Items 

Point Vnlu! 

Hems 

Point Vahe 

Workman's coat 

43 

Socks, pair 

3 

Man’s suit (western, style) 

63 

Work dress, 2-piece 

60 

Woman’s blouse and ^irt . 

44 

Child’s blouse & skirt . . 

22 

Woman’s dress 

38 

Child’s overcoat or cape 

22 

Kimono (rayon and silk) 

60 

Quilt or bedroll 

30 

Woman’s work suit 

60 

Single blanket 

23 

Long-sleeved undershirt . 

IS 

Double blanket 

50 

Bath towel 

13 

3 -ounce thread 

1 


Source: Ministry of Commerce and Industry. 

barter clothing and clothing coupons for food. Particularly hard hit were 
those who were bombed out. The extra points allotted to them could find 
little on the legitimate market. Although the government set aside 11 
items of clothing to be used in emergency, the stocks were extremely small 
considering the needs and came out of the declining general volume of 
production. These stocks turned over about three times during the war 
and at the beginning of 1945 were down to one-half of the initial volume. 

The inadequacy of the general supply of clothing may be seen in Table 
fi6. While the figures are open to some question,"* they are probably 
roughly indicative of what was distributed in 1944 and the first half of 
1945. It would appear that per-capita cloth consumption in 1944 was 3 
square yards while the maximum for 1945, had the war continued, would 
have been no more than two-fifths of a square yard per capita. Distribu- 
tion of socks (tabi) and stockings combined provided only one pair per 
capita in 1944.'*’ There were only enough work dresses and kimonos dis- 
tributed to provide one for every sixth woman. One pair of men’s pants 
was available for only one out of every 13 men in the civilian population. 
Obviously, even prior to the incendiary air raids which began in March 
1945, the supply of clothing available to tbe Japanese civilian population 

’■^For example, while 493,598 doTon hats .are listed as being distributed in 1944, the 
Ail-Japan Hat and Cap Control Association reported production for that year of only 
390.000 doaeu. Of couree it is possible that resene stocks were drawn upon to make up 
the difference. The 42 million “pieces” of “cloth goods" listed is pleasantly vague. 
Yearly, small weaving establishments all over Japan turn out narrow-width “ obi ” cloth. 
Lengths and yardage differ acrording to the predilections of the individual weaver. For 
purpose of computation in the text, it was assumed that each “piece ” was at least one 
square yard. 

75 In 1944 British women bought 6A pairs of stockings each. See The Impact o] 
ihe War on Civilian Consumption in the United Kingdom, the United Slates and 
Canada, op. cit., p. 38. 
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TABLE 66 

. Gumasis HgsnaMinnx ix J.vpax Psopeb, 1S44 axd 1st Half 1945 
tin thonsands) 


iltm 

fait 

1944 


/.9J5 

iKf Quarter 

2nd Quarter 

Cenoia Ciotb 

sq.vd. 

42.649 

6.117 

1.665 

Siav^f Fiiber Oolti 

Silk Ciolh 

sq.vd. 

29,010 

6395 

1319 

sq.vd. 

21,923 

2.685 

948 

R^ivoa Clloth 

sq. vd. 

12,501 

1265 

516 

Wooien i Worsted Clo± 

«q.Yd. 

41190 

304 

96 

Cloth Goods 

piece 

42.010 

3,761 

1287 

Blankets 

each 

265 

430 

no 

Bedding 

■set 

SIS 

117 

165 

Elementarr School rnifomis ... 

each 

5.705 

373 

125 

S^roadan- School Uniforms ... a 

each 

1.326 

123 

45 

Mens' Pants 

each 

2.669 

215 

126 

KimoDOs 

each 

2.749 

1.778 

827 

Working Dresses 

each 

3.128 

1.5S5 

1,386 



875 

218 

72 

Tabi (soeks) 

]>air 

56319 

0.160 

13348 

Stockings 

doa. loir 

1.814 

452 

158 

Gloves 

doz. pair 

2.234 

717 

529 

Hats 

doz. 

494 

51 

18 

Hand Knitting Yam 

lb$. 

1272 

221 

241 

Sewing Thread 

th«. 

4274 

997 

794 


Source; Textile Bureau. Miuirtiy of Commerce and Industn-. 


^was entirely inadequate, and in view of the fact that 2,500,000 dwelling 
units, or 20 percent of the nation's households, were destroyed or damaged 
by the raids with resultant loss of apparel, the effect of the war on the 
clothing situation i.'‘ obvious.” 


Shelter 

The impact of the air attack was nowhere so effective as in the destruc- 
tion of dwelling units in the 66 towns attacked. Approximately SO per- 
cent of the housing facilities of these major cities and towns were destroyed, 
but even more eloquent than statistics of dwelling units destroyed are the 
figures showing the decrease in population of the six major cities of Japan. 
Four million residents left the city of Tokyo alone during the last year 
of the war, 80 percent during the five months beginning March 1945. So 
vast an economic disruption had not been witnessed in Japan since the 
earthquake of 1923. Approximately 746,000 dwelling units were destroyed 
in Tokyo alone as a result of air raids If we assume six inhabitants to 

■" Prices rose .sharply during the lo't year of the war. Even the official index re- 
flected this increase. The clothing sub-section of the consumer price index for wage 
earners in Tokyo ” of the Cabinet Burciiu of Statistics rose from 100 in July 1937 to 278 
in January 1944, then increased to 386 by December 1944. and finally jumped to 542 by 
May 1945. 

t*rrom a tabulation in Documeiils Submitted to the Supreme Commander for 
Allied Forces," by the Japanese Mi.-.don to Negotiate the Surrender, Manila, August 19, 
1945, Yol. I, pp. 4-9. 
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a dwelling unit (the figure for all of Japan in August 1945 was 6.4 and 
the ratio was always higher in the whan areas), this means that over 
four million people were rendered homeless in one city alone. And the 
pattern was similar in the other 66 towns and cities. Table 67 indicates 


TABLE 67 

Population Chances fob Six Lasgest Cities in J.apan, 1940-46 


City& 

Census 

Thousands 

Change from Preceding 

Prefecture 

of Persons 

Census (in percent) 

Tokyo 

... 1940 a 

6,779 


Tokyo 

... lats" 

2,777 

-59.0 


1946 = 

3,442 

+ 2S3 

Osaka, 

... 1940 

3,252 


Osaka 

... 1945 

1,103 

—66.1 


1946 

1,294 

-1-173 

Kyoto 

. . . 1940 

1,090 


Kyoto 

... 1945 

866 

— 203 


1946 

915 

-1- 5.7 

Nagoya, 

. . . 1940 

1,328 


Aichi 

... 1945 

598 

—55.0 


1946 

719 

-f 203 

Yokohama, 

... 1940 

968 


Kanagawa . . . 

... 1945 

625 

—36.4 


1946 

707 

-1-13.1 

Kobe, 

. . . 1940 

967 


Hs’ogo 

... 1945 

379 

— 603 


1946 

443 

-1-16.9 


»As of Oct. 1, 1940. 

»Nov. 1, 1945. 

'April 26, 1946. 

Source; Summation of Xon-Military Activities in Japan, CHQ-SCAP. Vol. 8, May 
1946, p. 231. 

the decline in population in the six major cities. One had only to see the 
rubble and burnt ruins covering two-thii’ds of Tokyo, Osaka, Nagoya, 
etc., to realize how great was the destniction of the urban pattern and how 
severe the disruption of economic activities which normally centered in 
the cities. In all, 2,502,000 dwelling units were destroyed by air attack 
while an additional 614,000 were tom down by the Japanese themselves 
in 1944 and 1945 to clear firebreaks in tlic more congested residential and 
industrial districts and along the mainline railway tracks of Tokyo, Osaka, 
Kobe, Nagoya and Yokohama. In addition, during 1944 and 1945, 563,- 
000 dwelling units were destroyed by fire (apart from that caused by air 
raid), earthquake and flood. So much lumber was cut for industrial and 
military requirements during the years 1939-44 that watersheds through- 
out Japan were denuded, and as a consequence the frequency and severity 
of floods increased, particularly in 1945, which was a year of excessive 
rainfall and bad storms. The total loss of dwelling units, therefore, in 
1944 and 1945 amounted to 3,679,000, or 24 percent of the 14,974,000 
dwelling units available at the peak in 1942. Thus over the last year and 
a half of the war, approximately 22 million Japanese or 30 percent of the 
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civilian population were routed out of their established homes, principally 
in urban areas, and had to seek temporarj- shelter with friends or relatives 
in the countryside or lii’e in miserable, unsanitaiy shanties amidst the 
rubble and debris of the burnt-down cities.™ The census taken on Feb- 
ruary 22, 1944, showed 30.3 million urban inhabitants and 42.0 million 
rural residents. The census of November 1, 1945, indicated 19.5 million 
urban inhabitants and 52.5 million rural dwellers. The overall housing 
figures are presented in Table 68 but such statistics merely suggest rather 
than tell the whole story. They do not picture the loss of time and the 
confusion caused by workers who formerly lived close to their place of 
employment attempting to reach it from a new location much more dis- 
tant. With shops burnt down and the pattern of distribution disturbed, 
the male members of the family had to take time oft from work to go 
long distances in search of food or clothing. 

Compared with Germany, where 15 percent of the dwelling units were 
wholly lost as a result of the air attack during the course of the war,®” 
Japan’s loss of 24 percent of her available housing was greater and prob- 
ably more serious in its repercussions; for while the reduction in German 


The Urban Areas Division of USSBS noted : 

“ A table of measurable damage cannot fully leflect the impact of the raids on the 
people. The number of people rendered homeless presented an almost insurmountable 
problem. National and local oiganizations wUch had been set up to care for the vic- 
tims were largely ineffectual because of the magnitude of the di'aster. The vast major- 
ity of bombed-out le-iJents woie. a' a ic-ult. thrust upon their own resources either to 
improvise shelter on or near the site of tlieir foimor homes or to move elsewhere. The 
pre-raid evacuation progiain succeeded in moling a small part of the population out of 
the cities but post-raid evacuation iva' curtailed by reduced transportation facilities. 
Most people left the eily on foot carrying with them the remnants of their possessions. 
The destruction of food stocks and distribution centers in the cities, complicated by the 
unchartered movements of evacuees, seriously aggravated an already critical food situa- 
tion. The breakdown of the official ratiomng system and curtailment of factory food 
rations caused by destracfion of plants forced refugees and remaining residents more 
and more to the black market.^, not only for food but for all goods.” The Effects oj Air 
Attack on Japanese Urban Economy, Summary Report, Urban Areas Division, USSBS, 
Washington. March 1947, p. 7. 

See The German Bomb Damage Statistics, Special Paper Xn. 6, USSBS, European 
Theater. The total casualties from the air raids in Germany were estimated at 373,000 
dead and 625,000 wounded, of which about 87 percent were civilians. In Japan, civilian 
dead from air raids were set at. 299.360 and injured 432,872. The Japanese figures are 
from the Home Ministry and there is I’eason to believe that they represent the mini- 
mum estimates, particularly in the case of the dead, since it was customary to report as 
dead only those who were identified. 



THE CIVILIAN SECTOB 


409 


TABLE 68 

Changes in Number of Dwelling Units, Japan Proper, 1936-45 
(in thousands) 





Destroyed 

Demolished 
tn Connec- 
tion with 
Air Raid 
Protection 
Activities 


Estimated 

Feor 

No. of 
DwelMno 
Units « 

Estimated 

Normal 

AUrition^ 

by Fire, 
Flood and 
Earths 
quake <= 

Destroyed 
by Air 
Attacks^ 

Construc- 
tion ol 
Dwetliny 
Units » 

1936 .. 

.. 13,640 

m 

15 



m 

1937 .. 

.. 13,853 

139 

14 



1938 .. 

. . 13.941 

100 

16 



204 

1939 .. 

. . 14,135 

50 

16 



260 

1940 .. 

.. 14,424 

b 

24 



313 

1941 .. 

.. 14,729 

b 

23 



326 

1942 .. 

.. 14.974 

b 

13 



258 

1943 .. 

.. 14,905 

b 

no 



80 

1944 .. 

. . 14,673 

b 

103 

in 

"s 

50 

1945' . 

. . 11,291 

b 

460 

443 

2,494 

15 


“ A nation-wide rcnsiis of housing is taken eveiy ten yeavs by the National govern- 
ment; the last was that of April 1937. In other years data on the number of dwelling 
units are eolleeted in December by the village, town and city governments for the 
Finance Ministry to serve as a basis for fax allotments. Figures for 1945 have been 
estimated. 

“Estimated on the basis of known attrition rates. It is assumed that during the 
war buildings which normally would have been considered obsolete and demolished were 
patched up and lived in, hence the number of dwelling units retired from sendee would 
be negligible. 

' Figures furnished by Welfare Ministry. 

4 Figures furnished by Welfare and Home Ministries. 

“Estimated for years 1937-43 from changes in number of dwelling units adjusted 
for normal and abnormal attrition. Estimated for 1944-45 on basis of figures furnished 
by the Housing Corporation and index of lumber used for construction purposes. Inas- 
much as some of the increase in dwelling units may have resulted from subdividing 
existing buildings, the construction figures would be overstated to that extent. 

‘ January-August. 

Source: Home, Welfare, and Finance ilinistries. 

housing was spread over a three-year period, the bulk of the Japanese loss 
occurred within some seven months, and unlike the brick, stone, and con- 
crete dwelling units of Gernian)’^, which, though damaged by successive air 
attacks, were often only partially destroyed, and could still be lived in, the 
wood and paper houses of Japan were completely consumed by fire, leav- 
ing nothing habitable in their wake. Neither country had any appreciable 
amount of excess dwelling space when the war started, and neither was 
able to replace more than a minute fraction of its losses during the period 
of the raids. In all, the number of dwelling units constructed in Japan to 
rehouse air-raid victims did not exceed 15,000 or 0.5 percent of the number 
of dwelling units destroyed. 

The Housing Corporation (Jutaku Eidan), a national policy corpora- 
tion, had been organized in 1941, capitalized at 100,000,000 yen, princi- 

®'See “Shortage of Dwellings Assuming Serious Proportions,” in Toyo Keiiai 
Skimpo, December 7, 1940, p. 11. 
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pally to build workers' dwellings close to newly established war plants. 
It had scarcely gotten under way when the attack on Pearl Harbor oc- 
curred. In the following years if built 91.791 units but in 1945, just when 
it was needed most, its activities tapered off due to the lumber shortage.®* 
As is shown in Table 68, 1941 was the peak year for housing construction. 
Thereafter residential construction fell 96 percent. Allocation of lumber 
for residential construction declined from a jieak of 9.7 million koku in 
1941 to 0.6 million in 1945. Residential building had been under control 
ever since 1937 when the construction of steel and concrete or brick struc- 
ture had to be approved by the prefcetural governors. In November 1939 
consti-uction of wooden houses came under similar control.®* However, 
the most effective control was the inability to obtain building materials 
except at black-market pricc<. Other than the Housing Corporation’s 
construction of a decreasing number of workers’ barracks, there was no 
residential construction of any con-equence after 1942. By August of 
1945 the Housing Bureau of the Welfare Ministry estimated that there 
were 6.4 persons per dwelling unit for the country as a whole and 10.7 in 
the 66 urban areas subjected to air attack.’^ 

MtSCELLAXEOCS ClVILIAX SUPPLIES 

Compared to the very real problems which the Japanese civilian faced 
in 1944-45, because of the reduced availability of food, clothing and shelter, 
the decline in the supply of other less important items of civilian use and 
consumption was inconvenient and annoying but hardly crucial, with the 
possible exception of medical -upplies. The pattern was roughly similar 
from item to item: decline in supply, military consumption of a larger and 
larger portion of dwindling output, Chilian use of substitutes, if available, 
if not, merely doing without the item. 

Match production fell from a peak of 526,701 match tons in 1935 to 
99,016 in 1945. a decline of 82 percent. Of the 68 major prewar producers, 
34 survived the war. Fourteen of the largest plants were destroyed by fire 

During the fir.-t eight month.' of 1915 tlie Housing Corporation constmeted only 
10,000 units, comp.ired to 24.000 over the =ame period in the previous year. See Inter- 
rogation of Kilaoka, Director of Houring Corporation. Tokyo. Xovember 2, 1945. 

*3 For an account of the development of control in this field, see “ Control Orders 
on Building Construction," Amht Xruhin for 1942. Tokyo, 1943, p. 174. 

The number of persons per dwelling unit in Great Britain decreased from 3.75 in 
1939 to 35 in 1944. Civili.vns per occupied dwelling unit in the U.S., excluding farm- 
houses and fawn families, fell from 3.75 in 1938 to 350 in 1944. Washington, D. C., had 
4.09 persons per occupied dwelling unit in 1944. The number of occupied dwelling 
units rose from 12.4 million in Great Britain in 1938 to 12.5 million in 1944. The com- 
parable fibres for the UB. are 26.4 million and 30.6 million. See T/ie Impact oj the 
TFor on CiviUan Consumption, op. cil., p. 42. 

According to the Match Control Co., a match ton is 800 small boxes of matches. 
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incident to boml)ing raids ndiile 20 others abandoned production. Electric 
light bulb output fell from 167 million units in 1940-41 to only 4 million in 
1944-45, a decline of 98 percent. Candle production dropped from a peak 
of 43 million pounds in 1940 to one million pounds in 1945. Consumption 
of electric power for lighting purposes declined slightly from 2.8 billion 
kwh. in 1941. or 9.2 percent of total electric energy consumption, to 2.1 
billion kwh. in 1944, or 7.2 percent of total consumption. Charcoal, fire- 
wood and rental! fa mixture of charcoal, coal, and sawdust) are the three 
main types of fuel used in Japanese households. The amount of hard 
coal consumed for domestic purposes is negligible compared with other 
fuel', largely because the average Japanese home is heated by movable 
braziers (Hibachil and central heating is practically unknown. The 
volume of charcoal consumed fell from 2 billion kilograms in 1940 to 0.7 
billion kilograms in 1945. Rentan consumption fell 65 percent over the 
period 1940-44 while coal consumed for civilian heating purposes (includ- 
ing office buildings and hospitals, etc.) dropped 80 percent. As both the 
supply of fuel and the means of delivering it fell, urban residents had to 
make time-eon=uining trips out to the countryside to obtain firewood and 
charcoal. Lack of sufficient heat contributed, along with undernourish- 
ment and inadequate clothing, to the marked increase in respiratory 
diseases that occuiTcd toward the end of the war and helped lower the 
vitality and efficiency of the general populace. 

According to the Managing Director of the Pharmaceutical Control 
Association, the consumption of drugs by the civilian population fell from 
20 million yen in 1941 to 6 million yen in 1944, a decline of 70 percent, 
while military consumption rose from 20 percent of total output in 1941 
to 50 percent in 1944, During the war 30 percent of the 790-odd phar- 
maceutical factories were destroyed or damaged by air raids and fires, but 
the large plants of such leading firms as Takedn. Sliionogi, Fujisawa, and 
Daiiehi remained intact. The main difficulty was the loss of foreign sup- 
plies of drugs and the deterioration in the quality of those produced at 
home as control of drug quality was relaxed to permit production of more 
drugs from a dimini.'hing supply of raw materials. Comparison of planned 
allotment with actual production of a selected group of standard drugs re- 
veals a 'failure to meet production schedules for every item.®® Since the 
military took what it needed of the total available, the civilian sector 
bore the brunt of the curtailment. Imported drugs, such as boric acid, 
were all impossible to obtain. A severe shortage of vaccines and serums 
' developed which increased susceptibility to disease. For example, al- 
though the planned civilian allotment of diphtheria antitoxin for the 
years 1942-44 totaled 17,300 litres, actual production amounted to only 

** See Appendix Table XX, Japanese Wartime Standard of Living, USSBS, op. cit., 
p. 123. 
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6,700 litres, of which the military took 1.700 litres. Civilian and military 
requirements for tetanus antitoxin were estimated to be 172,400 litres for 
the period 1942-44; the amount actually distributed, however, was only 
4,600 litres, all of which was taken by the military. There did not appear 
to be any shortage of doctors. Of the estimated 100,000 physicians in 
Japan (including those in the armed forces), 40 to 50 percent were serving 
the civilian population at a ratio of 1 to 1,300, a ratio which Japanese 
medical officials considered adequate if not ample. On the other hand, 
due to their inability to obtain dyes and stains for slides, many of the 
histological laboratories ceased functioning and analytical work virtually 
came to a halt.®^ 

The glass industry is an excellent example of conversion from civilian 
to military use. Production of optical glass increased over 600 percent 
from 1938 through 1944 but in the latter year less than 4 percent was for 
civilian use. Domestic consumption of window glass dropped 98 percent 
over the period 1940-45, tvhile glassware production in 1945 was the lowest 
in 20 years and only 4 percent of 1937 output. Fiber glass, on the other 
hand, which was used for separatore for storage batteries, for electrical 
insulation, etc., rose 900 percent over the period 1940-45. 

Footwear provides a case study of forced consumer use of inferior sub- 
stitutes. The Japanese do not prefer the clumsy wooden clogs (geta). 
Those who could afford them used rubbcr-sole canvas shoes, or even more 
so, if their income permitted, foreign-style leather shoe'. Government 
policy fostered the continued use of geta to reduce consumption of leather 
and rubber and thereby reserve such supplies for the military. In the 
United States the average prewar annual per-capita consumption of 
leather footivear was about three pairs; in Japan it was about one-seventh 
pair per capita. Geographic and agricultural conditions in Japan have not 
been conducive to the raising of livestock; the restricted area, the high 
value of land, and the large population to be supported made it more 
necessary to carry on intensive cultivation of food crops. Under normal 
conditions, therefore, the leather industry was dependent on foreign .'•ources 
of supply for 70 to 80 percent of the hides and skins it consumed. 
Furthermore, Japan produced only small quantities of tanning materials 
and extracts used in making leather and was largely dependent upon 
imports to meet requirements. Official control over the distribution of 
tanning materials and extracts was provided for by Ministry of Commerce 
and Industry Ordinance No. 60 promulgated in Kampo on June 23, 1941. 
Since 1941, the gradual elimination of a number of medium- and small- 
scale tanning plants, which was begun in 1938, was drastically increased 

sr For a complete account of Japanese medical activities during the war, see The 
EgeclB oj Bombing on Health and Medical Services in Japan, Medical Division, XTSSBS 
(Pacific), Washington, 1946. 
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under official auspices. Througli amalgamation of factories, and the 
formation of blocs of tanners, the nmnber of tanneries in Japan proper, 
which stood at 700 in 1938, was reduced to 52 by 1945 with 8 large con- 
cerns and their affiliates dominating the leather industry.** 

Production of hides and leather was at a peak in 1939 and declined 
thereafter because of the drop in imports.'’* The military share of total 
output rose from 30 percent in 1937 to 90 percent in 1944. While civilian 
consumption declined 93 percent from its 1938 peak, military consumption 
fell 65 percent from its 1939 peak, compared with 1944 consumption. 
Furthermore, the quantities of leather released by the military upon 
cessation of hostilities would indicate that it had been able to maintain 
an ample stockpile all during the war. 

With respect to rubber, Japan was, of course, wholly dependent upon 
imports. These reached an initial peak in 1937 of 70,500 tons, dropped to 
32,700 in 1940, and then, with the Japanese seizure of the southern areas, 
rose again to 83,800 tons in 1943, after which the impact of the blockade 
brought them down sharply. Domestic consumption of crude rubber for 
civilian purposes dropped steadily from 1937 on, however, undergoing an 
88 percent decline, while military consumption rose steadily, increasing 900 
percent between 1937 and 1944. The percentage of military use to total 
consumption rose from 5 percent in 1937 to 61 percent in 1944.*“ 

The growth in the production and use of clogs may be seen in Table 69. 
Of relatively simple construction and requiring only wood and a bit of 
cloth or cord for their manufacture, the government sponsored their 
adoption after 1937 as standard “patriotic” footwear. People gradually 
switched to clogs either because they could not afford rubberized canvas 
or leather shoes, or because they wished to save the ones they had for 
cold and rainy days. u=ing clogs in good weather. Leather shoes became 
a black-market item as early as 1943 and their price rose steadily until 
only the wealthy could afford a new pair. On the whole, however, if clogs 
are considered adequate as footwear, the Japanese encountered no great 


88 See Interrogation of Tanaka, Secrelaiy, ami Xakagawa, Vice-President, of Hide 
and Leather Control Association, Tokyo. Octobei 24. 1945. 

89 Although air raids damaged 25 percent of the productive capacity of the 52 tan- 
ning plants in Japan proper, they had no effect on the output of hides and leather be- 
cause the decline in imports due to the blockade had cut supplies far below productive 
capacity. There was three times os much productive capacity left after the air raids 
as there were hides to be tanned. 

98 The comparisons are based on figures supplied by the Japanese Rubber Control 
Association. Since the statistics supplied by this organization to USSBS differed from 
those subsequently supplied to SCAP, their reliability is open to conmderable question. 
The latter set supplied SCAP has been used here. See Summation o/ Non-MiUtary 
Activities in Japan, SCAP-GHQ, Tokyo, Vol, 8, May 1946, p. 117. 
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shortage in thb phase of civilian supply. By the end of the war almost 
everyone was wearing clogs. 


T.ABLE 69 

FoolwiiAR Pbcoit'O) im Civilian Cossomption, J.apan Pbopeh, 1937-45 
(in thousand pair) 


year Gcta Rubberised Footitear'^ Leather Total 

1937 . . 60.700 61,700 2,500 127,900 

1938 ... 61.900 55.100 3,200 123,500 

1939 113.400 59300 2.100 174,800 

1940 112,700 57342 1,200 201,242 

1941 191,400 50,806 1.600 246806 

1942 183800 56.^2 2,700 242.562 

1943 156200 44272 1,500 201.972 

1944 118.700 19882 400 138,982 

1945“ 45,300 6.600 0 51,900 


“ Includes nibber-soled canvas shoe.-, nihber shoos and boots, and riibhevized socks. 

“January-August. 

Sources: For wooden clogs and leather shoe.s. Consumer Goods Bmeau. Ministiy of 
Commcrec and Industiy ; for rubberized footwear. Rubber Control Association. 

As a larger and larger proportion of rabber imports were used in the 
expanding aircraft industry, less became available for civilian purposes. 
There was a 70 percent decline in output of automobile tires between 
1942-44, a 67 percent decline in output of auto tubes from 1941 through 
1944, a 70 percent and 66 percent decline in supply of bicycle tires and 
tubes respectively. While the decline in output of new vehicles and 
bicycles, and especially fuel supply, was even more precipitous, the tire 
shortage did add to the immobilization of local transportation, which, as 
has been shown earlier, became a real problem in 1944-45, and to that ex- 
tent made life that much more difficult for the civilian. 

Paper ordinarily has a larger variety of uses in Japan than in occi- 
dental countries. In addition to its conventional uses, it is employed in the 
Japanese liome for sliding doors, screens, translucent panels, and as um- 
brellas, fans, lanterns, etc. In 1939, onc-third of Japan’s paper and rayon 
pulp came from foreign countries, another third was produced in Sakhalin, 
Korea, and Formosa, while the remaining third was produced principally 
in Hokkaido. As shipping grew tighter, pulp imports from abroad were 
eliminated entirely and those from nearseas areas were reduced sharply. 
As a result, paper production in 1944 was only 35 percent of its 1940 peak. 
The share consumed by the military rose from 6 percent in 1940 to 36 
percent in 1944. The number of newspapers in Japan proper was reduced 
from slightly over 5,000 to 75. Size was reduced to four pages and cir- 
culation cut 25 percent. Other civilian uses, such as wrapping, writing, 
screens, and toilet paper, fell 77 percent between 1942 and 1944."’ 


Air attack damaged or destroyed 42 of the 205 paper mills. The 42 mills de- 
stroyed accounted for 23 percent of the total productive capacity of the industiy. But 
since the industry as a whole was operating at less than half of capacity due to the 
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Household furnishings and utensils are less essential to the Japanese 
than to the Occidental because of the greater simplicity of the average 
Japanese home. Since the Japanese normally sit on the floor (on straw 
mats called tatamij and .^leep on the floor in bedrolls and quilts, there is 
much less furniture both required and used than in a western-style house. 
Beds, chairs, refrigerators, stoves, bathtubs, radio consoles, etc., are not 
to be found. Consequently the decline in house furnishings and utensils 
was more of an inconvenience than a hardship. For those few commonly 
used items for which statistics were available, large declines were regis- 
tered, but this was of no great consequence. The Japanese civilian was 
too miserable for a variety of other major reasons to be concerned about 
such minor matters. Getting food was of more importance than finding a 
dish on which to place it. 

While any attempt to measure civilian supply in value terms is 
fraught with great difficulty, because so many transactions went on un- 
recorded and because official prices meant so little in the last year and a 
half of the war, several indicators are available. A novel approach was 
that of the Oriental Economist, which after the war attempted to trans- 
late value terms Into physical volume. Using the yen value of department 
store sales reported during the war, it constructed a sales index. This was 
then divided by an index of retail prices as a means of deflating to ob- 
tain a volume index of consumer purchases in department stores. The 
volume index, it felt, was indicative of the trend for all items except food. 
The results of the Economist’s calculation are presented in Table 70. It 
found that by the beginning of 1945 sales were about one-third of the 
1941 level while by mid-summer 1945 they had declined to one-fifth of 
the 1941 level. 


T.4BLE 70 

Volume of DEP.iaTMCXT Store S.u.i!S, Jap.^x Proper, 1941-45 

Value ol Tokyo Retail Volume 

Sales Ivdcx Price Index * Index 


1941 100 100 100 

1942 86 104 83 

1943 85 113 76 

1944 65 128 50 

1945-Jan 52 147 36 

Aug 36 175 20 


♦ Originally calculated by the Tokyo Chamber of Commerce and Industry and re- 
calculated by the Oriental Economist on a 1941 base. 

Source; Oriental Economist, Pebniary 1, 1947, p. 78. 


blockade which cut off supplies of pulp and coal, the air attack was not responsible for 
decline in output. Had the Japanese wished to maintain production, or had the means 
to do so, they could have shifted production from damaged plants to unused capacity 
in undamaged plants. 
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A more inclusive approach, though one n-hich only carries through 1944, 
was the deflated series on consumer expenditures presented in Table 6. It 
will be recalled that in arriving at this series a price index had been used 
■which took into considei'ation the trend of prices on the black market, and 
that the series had been deflated to. a base in 1940 yen. On this basis 
consumers' outlays for goods and services declined from 26.7 to 18.8 bil- 
lions of 1940 yen from 1940 to 1944 — ^a decline of 30 percent. In the case 
of Germany, the decline in consumer.®’ e.xpenditures over the same period 
was only 22 percent. 

In Table 71 an effort has been made to present on a per-capita basis 
the changes in the annual purchases of all consumer goods and services 
in four of the major combatant countries. It is believed that this affords 
a reasonable basis for comparison of the impact of the war on the civilian 
sector of the economy in each of the countries. It is apparent that the 
Japanese civilian was hit harder by the war than his counterpart even 
in Germany and Great Britain. In Great Britain and the United States, 
the major share of the change in consumer goods and services came prior 
to 1941. There was remarkable stability of consuming power in the U.S. 
and the U.K. from 1941 througli 1944. In Japan and Germany, on the 
other hand, the decline during the immediate war years was severe. Had 
comparable data been available for the last partial year of war, 1945, the 
decline would have been much more precipitous, more so in Japan than in 
Germany, because Germany, by 1945, had already absorbed the major 
share of its punishment from air attack, while Japan had yet to reap her 
war harvest. It was the Japanese civilian, with the lowest relative con- 
suming power, and the least reserve to fall back on, who was most severely 
punished by the impact of the war. 


TABLE 71 

All Consumer Goods .and Services Anku.il Pcr-Capita Purchases 


(valued at prewar prices) 


Year 

United 
States (at 
1939 UK. 
Prices) 

United 
Kingdom 
(aims 
U.K. Prices) 

Germany 
(at 1999 
German 
Pi ices) 

TexDQT (T).K. and German^' 193S; 

S 

£ 

RM. 

U.S. 1939; Japan 1940) 

508 

87.9 

943 

1941 

568 

74.4 

910 

1942 

558 

74.1 

817 

1943 

576 

71.7 

801 

1944 

389 

73.9 

724 


Japan 
(at 190 
Japanese 
Prices) 
Yen 
374 
362 
330 
309 
258 


Percent Percent Percent Percent 

Change from prewar to 1944 -|-16 —16 24 —31 

Change from 1941 to 1944 4 - 4 — 1 —21 —29 

Sources; U.S. and UJK., The Impact of Che War on Civilian Consumption in the United 
Kingdom, the United States and Canada, op. eit., n. 23; Germany, calculated 
from Special Paper No. 1, The Gross National Product of Germany, 1938-1941, 
USSBS (Europe), p. 6; Japan, calculated from Table 6. 
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THE ECONOMY UNDER OCCUPATION 

You will not assume any responsibility jor the economic 
rehabilitation oj Japan or the strengthening of the Japa- 
nese economy. You will make it clear to the Japanese 
people that you assume no obligation to maintain any par- 
ticular standard oj living in Japan . — ^Basic Initial Post- 
Surrender Directive to Supreme Commander for the 
Allied Powers for the Occupation and Control op 
Japan, November 8, 1945. 

The war economy, which had been starved, pounded and beaten vir- 
tually to its knees by mid-summer of 1945, came to a standstill upon sur- 
render. There was no longer a purpose to ninety percent of end-product 
output. Oriented wholly for war, facing a completely uncertain future, with 
no incentive or authority for reconversion to peace-time purposes, silent war 
plants, desolate of workers, remained only so much economic debris, part to 
be salvaged for reparations, part to be slowly turned to meet reconstruction 
n^ds, and part to rot unused and unprotected from the elements. 

LThe Occupation, preoccupied with very pressing problems of demilitar- 
ization and security, was confronted with an economy in collapse. The 
heritage of war for any defeated countiy is usually a period of economic 
chaos and national misery and Japan was not to be an exception.) To the 
basic difficulties vhich followed in the wake of war, the confusion and lack 
of authority in the immediate suiTender period added others which only 
intensified the crisis and made the road back longer. For example, the 
mounting tempo of note issue in the last year of the war, the growing resort 
by commercial banks to central bank credit, the vastly heavier govern- 
mental expenditures, as was indicated in Chapter 2, combined to build up an 
inflationary pressure, which, uncorked with the decline of authority upon 
surrender, was fed by veiy great withdrawals of deposits in the weeks imme- 
diately following August 15, 1945, and by uncontrolled government expendi- 
tures. Those who could dipped heavily into the government till while there 
was still time and while the taking was good. Government disbursing 
officers paid out all the funds on hand, the military paid discharge allow- 
ances and pensions, years in advance.^ Immediately after the announce- 

1 Ouchi, Hyoye, Financial and Monetary Situation in Post-War Japan. Interna- 
tional Secretariat, Institute of Pacific Relations, New York, September 1947, p. 4. 
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ment of suri'ender, the government paid out 9.9 million yen earmarked as 
extraordinary military budget funds, a sum gi'catcr than any iponthly mili- 
tary expenditure throughout the war years. In the following month, Sep- 
tember 1945, an additional 24 billion yen was disbursed in this fashion. By 
the time SCAP found out what was happening and put an end to the prac- 
tice, prices had risen 295 per cent. 

The very serious unclcrmaintenancc of the coal mines, the inadequate 
allocations of steel, shoring timbers, cement, etc. had led, as we have seen 
in Chapter 3, to a marked drop in coal output even prior to the end of the 
war. 'When the impressed Korean and Chinese miners, and even many dis- 
gruntled Japanese miners, left the coal fields immediately after surrender, 
the void in the mining labor force caused a further sharp drop in output. 
The wartime policy of scrapping equipment in and drawing labor from con- 
sumer goods industries — cotton textiles, for example — led, as we have seen, 
to a growing shortage of essential consumer supplies. Immediately upon 
surrender military hoards and govemmcnt-held stocks were appropriated by 
retiring officers and official*, sold to contractors,- and channeled into the 
black market,- whereas they might have been rationed via normal channels 
to help alleviate the severe shortages. While the war period was marked by 
the growing strangulation of Japanese industry due to growing inability to 
obtain essential raw materials from abroad, surrender brought with it com- 
plete and official cessation of the influx of any essential foreign supplies for 
a considerable period until regulations and procedures could be devised to 
pmuiit the reopening of even a trickle of the needed trade, 
t/ Thus it is apparent that many of the basic economic difficulties which 
confronted the Occupation during its first three years had their origin in 
wartime developments and were greatly aggravated by immediate post- 
surrender events. This was true in such matters as inflation, insufficient 
coal production, shortage of consumer goods, lack of essential foreign indus- 
trial raw materials, etc!^/The solution of these war-born and surrender- 
swollen problems was not helped by SCAP’s original policy of non- 
responsibility in the economic sphere and wa* further impeded by the dearth 
of technically competent and qualified personnel in GHQ.® 

Generals are not economists, and after concentrating for four years on 
the most effective way of tearing down Japan, once that goal had been 
achieved there were too many related problems of security and demilitariza- 
tion to allow any great concentration of time or effort to be devoted to 
methods of rebuilding Japan. Indeed, the original Presidential Policy State- 
ment on Japan made ab undantly clear that tiie resp onsib ility for econom ic" 

a See, for example. Summation oj Non-Mtlilary AcUvilies in Japan, SCAP-GHQ. 
No. 30, Tokyo, March 1948, p. 35, 

' 3 See, for example, ]Vo(cs on the Economic Aspects oj the Allied Occupation oj 

Japan, by John R. Stewart, International Secretariat, Institute of Pacific Relations, New 
York, April 1947, p. 4. 
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re construction ^Yas tn lin left primarily in the hand s of the Japanese people 
aS3\heir governme iit/* TFc attitude was that it was uiTto them to rcpai^ 
tTie economic damage they had suffered as a result of a war they had 
started. A Japanese government was left in power largely for this purpose.® 

Developing economic circumstances, however, and an incredibly ii5? 
competent performance by the Japanese government forced a complete re- 
versal in Japan of SCAP’s original position of non-responsibility in the 
economic sphere. In addition, a directive of the Far Eastern Commission, 
issued on January 23 , 1947 , declared that '• the peaceful needs of the Japa- 
nese people should be defined as being substantially the standard of living 
prevailing in Japan during the period of 1930 - 34 .” Since the economy at 
the time was operating far below this level, responsibility for meeting the 
goal rested upon the Allied Occupation authorities. Originally the target 
date for the achievement of this objective was 1960 , but when it soon be- 
came apparent that this was unobtainable, the date was advanced to 1952 . 
There was consider'able skepticism in many quarters that even this could be 
achieved. With GHQ acceptance of its role in the economic field, directive 
followed directive until General MacArthur was using Allied troops to en- 
force collection of both Japanese rice and taxes. 

Paralleling this reversal of SCAP’s role in Japanese economic life came 
a wide turnabout in the U.S. view of the post-war punishment to be imposed 
upon Japan. The immediate post-surrender attitude, that the magnitude 
of the crime of Pearl Harbor was so great that severe penalties should be 
imposed, gave way to the theory that punishment of the magnitude of a 
mere misdemeanor would be sufficient, since Japan was not really to be 
feared any longer but rather, being too weak, had to be restored to economic 
health so that she might cease to be a drain upon the resources of the 
American ta.xpaycr. This reversal may best be seen and traced in terms of 
reparations proposals for Japam 

The REPABimoNS Problem 

The first reparations proposal was that of Edwin W. Pauley. The 
Pauley report, written in the months immediately following surrender, 
placed its emphasis on the elimination of Japanese war potential and the 
need for destroying the top-heavy and overbalanced capital goods-heavy 
industry structure which the militarists and their business allies had erected. 

< The statement, made public on September 22, 1945, declares in part: “ The policies 
of Japan have brought dom upon the people great economic destruction and con- 
tranted them with the prospect of economic difficulty and suffering. The plight of 
Japan is the direct outcome of its own behavior, and the Allies will not undertake the 
burden of repairing the damage.” Part IV, Section 3. 

® For a clear statement of this point see The Resets oj the Allied Occupation of 
Japan; An Interitn Report, by Edwin M. Martin, American Institute of Pacific Rela- 
tions, New York, 1947, p. 55. 
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Pauley argued for wholesale plant removals that Japan might no longer be 
'able to control the economic life of ncighijoring countries by acting as the 
key industrial consumer of their raw materials. It was the view of his mis- 
sion that militaristic Japanese economic planning had deliberately retarded 
the normal industrial development of neighboring areas in Asia, exploiting 
their raw materials while retaining key manufacturing processes in the home 
islands of Japan, so as to ensure control. While this^advantage lay in Japa- 
nese hands, neighboring peoples were unable to resist aggressive Japanese 
economic penetration. Pauley's proposed transfer of surplus Japanese in- 
dustrial potential to Japan’s neighbors looked to their establishment on an 
equal footing with Japan, to their ability to resi.-t Japanese economic control 
and forestall any attempt at renewed Japanese military aggression. In 
essence Pauley urged that the Allied Powers 

. . . should take no action to asMst Japan in maintaining a standard of liv- 
ing higher than that of neighboring Asiatic countries injured by Japanese 
aggression, insofar as such assistance 'n'ill divert food or other material aid 
from these other countries, or will require the retention in Japan of indus- 
trial capacity, the removal of which is required on grounds of security. 
Under this principle, a broad view should be taken of the economy, and 
especially of the varying degree of industrialization of Eastern Asia as a 
whole. The overall aim should be both to raise and to even up the level of 
industrialization. This aim can be served by considered allocation, to dif- 
ferent countries, of industrial equipment exacted from Japan as reparations. 
Eeconstruction is an urgent need of all the countries against which Japan 
committed aggression. Reeonstiuction is also needed in Japan. In the 
overall comparison of needs Japan should have the last priority.^ 

In addition to the removal of equipment in all primary war facilities 
such as arsenal, aircraft plants, etc., the Pauley Mission recommended, in 
the field of iron and steel, removal of aiipro.ximately 5.000,000 metric tons 
of blast furnace capacity, nearly 3,000,000 tons of electric furnace capacity, 
over 6,000.000 tons of open hearth capacity and 6,000,000 tons of rolling mill 
capacity. It proposed that Japan's inacliinc-tool inventory be reduced to 
176,000 machine tools by the transfer of 600,000 in reparations. A maxi- 
mum annual capacity of 10,000 new inaehinc tools was to be permitted. The 
removal of the entire aluminum and magnesium industry' was recommended. 
It was proposed that Japan’s shipping be limited to an overall gross ton- 
nage of 1,500,000 includmg wooden ships, with no vessel to exceed 5,000 
gross tons or 12 knots. Three-fourths of the shipbuilding facilities were to 
be removed. Pauley envisaged reparations as being paid solely in the form 
of existing capital equipment, including ships, and warned against four- 
kinds of reparations — “ labor reparation.^, recurring reparations, reparations 
out of stocks and materials on hand, ^nd the takirrg of stocks and bonds of 
commercial enterprises in Japan.” 

OReport on Japemese Repatalions lo the Presidonl oj the United States, Washing- 
ton, November 1945 to April 1946, pp. 6-7. 
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The eleven-nation Far Eastern Coinmission was unable to come to any 
final agreement on a reparations settlement, largely because of Russian in- 
transigeance in insisting that plant and equipment removals from Man- 
churia and Sakhalin must be regarded merely as " war trophies ” of the 
Red Army, and not as reparations for the Soviet Union.' In an effort to 
meet the pleas of certain other Far Eastern Nations, the United States, in 
April 1947, used its power to act in Japan in matters regarded as urgent, 
without the action of the Far Eastern Commission. It instructed SCAP to 
make available 30 percent of ihe industrial facilities declared surplus to 
Japan's needs in the Far Eastern Commission’s Interim Reparations Deci- 
sions of 1946.’ China was to receive 15 percent, the Philippine Republic 
5 percent, Netherlands for the NetherlamU East Indies 5 percent, and 
Britain for Malaya and Bunna, 6 percent. By August 1048, under this 
“Advance Transfer Program,” 16,736 of the 19,000 machine tools, desig- 
nated by SCAP, from 17 Jajmncsc government-owned Array and Navy 
Arsenals, had been handed over to the claimant nations. Chinn had ob- 
tained more than half of the total while the Philippines had received the 
second largest allotment. In addition some 3.198 pieces of laboratory equip- 
ment had been divided among the four counti'ies. Thus, after three years of 
occupation, aside from occupation costs provided for in annual Japanese 
budgets, this handful of tools constituted the sole reparations exacted from 
Japan proper. The United States had neither asked for nor received any 
reparations from Japan and, in fact, in order to effect a basic settlement, had 
offered to give up part of its '■hare to other claimant nations.* 

IVhilc the rel)llration^ ^cttlcment remained deadlocked in the Far Eastern 
Commission, a growing reaction to what were termed tlic “ ha^^h and un- 
realistic ” propu-als of tlic Pauley iIi^-ion developed. It was argued that 
industrial plants and equipment removed from Japan would prove of little 
or no value to the recipieut.s, and that the de-iudu.=triaIization of Japan 
wmdd leave a void in the Far Eastern economy that would react tinfavor- 


' Hr’i'Oiiiiim in M.iy 1946. Ilic luir Ea-lcni (‘omiiii— iim i—uctl a -cric^ of “ Interim 
HcpniiUions Remov :il Directive- " wliirli proviilecl for removal- of clearly surplus equip- 
ment lo elaimanti “ determined on a broad polilical basis, taking into due account the 
scope of material and human desiniclion and damage .suffered by each claim.ant eountry 
as a re.snlt of Ihc iiro)paration and cxeculion of Japanese aggression, and taking also into 
duo aecoiinl each eoimtry’s contribution to (he cause of the defeat of Japan, including 
the extent and duration of its rcsi=lanro lo Japanese aggression." Decision of Mny 8, 
1947. See ActiviHes oj Ihe Far Eaetern Commission, Report by the Secrcfaiy-General, 
'Wa.sliinplon, D.C., 1947, p. SO. 

On October 30, 1947, as a re-ntl of an FEC directive, SCAP ordered the dcstmetion 
of all indnsirini machinery in Japan whelber owned privately or by the government, 
dc.dgned for tlie single purpose of creating war equipment 

®For an exeellcnt slnteincnt of ihc Chinese position on reparations see'T/ie Treaty 
with Japan: A Chinese Ib'rie, by Chang Hsiii-liai (Dean of Ivwang Hna Univereity), 
in Fn/ciyv Ajjnirs, .April 1948. pp. 505-14. 
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ably upon all comirioj, not only npon Japan. But moi-t ba?ic to the 
American seene wa? the airgomein that reparations removal from Japan 
would be paid for by the American taxpayer, since the Pauley reparations 
proposals would boH {vnnit Japan to become self-supporting, and the de- 
ficient JajNanese economy would remain a long-standing burden upon the 
resources of the I'micd States. Later this arguntent was directed not only 
against reparations removals but agaimt basic II.S. economic reform policy 
in Japan on the ground that the refonns were disrupting business organiza- 
tion and hindering the recoveiy of industrial production, thereby prolonging 
Japan's dependence on American generosity to the detriment of the U.S. 
ta.xpayer.*’ 

Apart from the discussions in U.S. government bureaus and committees, 
the first public announcement of this new view was the statement on the 
economy of Japan submitted by the United States Representative on the 
Far Eastern Commission. After reviewing the military and political accom- 
plishment.' of the occupation, General McCoy declared: 

However, the e'tablisliment of a self-supporting economy in Japan, with- 
out which the achievements of the occupation cannot be consolidated, has 
not yet been accompli-hed, Japanese industry and commerce are not yet 
sufficient to sustain the Japanese economy: there is not yet final Allied de- 
termination of the reparations which Japan will be required to pay: and 
Japan i' not yet in a position to participate fully in world trade and to con- 
tribute its part to the rehabilitation of world economy. Economic chaos in 
Japan has been prevented only at the expense of the American people who 
have financed the importation of vital food and other materials required to 
prevent widespread di-ea-c and unrc.st. 

It is the view of the United State- Government that if the fundamental 
objectives of the occupation are to be achieved, and if there are to be estab- 
lished the conditions necessary to enable Japan to make its proper contribu- 
tion to the economic rehabilitation of world economy and to take its place 
in the communit)' of nation', a ranch greater effort must be made to bring 
about the attainment of a self-supporting Japan with a reasonable standard 
of living. To this end, my Government believe,' that the Japanese Govern- 
ment and people, the Far Ea-tcrn Commi-sion and it' member states, and 
the Supreme Commander, recognizing the conditions which now require that 
more emphasis be placed on such a program, should take all possible and 
necessaiy steps, consistent with the basic policies of the occupation, to bring 
about the early revival of the Japanese economy on a peaceful, self- 
supporting basis.^® 

Shortly after this statement was made, Secretary of the Army Royall 
released the “ Report on Industrial Reparations Survey of Japan,” prepared 
by Overseas Consultant', Inc., a group of leading American engineers re- 

®For a Japanese approneh, see “Japan Views Her Reparations," by Olikita, Saburo, 
in Coniemporam Japan, Tokyo, Vol. XVI. Nos. 1-3, Januaiy-March 1947. pp. 11-26; 
also, “ From Pauley Plan to Strike Plan,” by Kobayashi, Yoshimaisa, in Kaizo June 
1948. 

*“FEC 292, IVashington, D. C., Januarj- 21, 1948. p. 1. 
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tained by the Army lo make an independent five-months' study in Japan 
of the Japanese industrial potential. Concurrently the U.S. Department of 
State made available the " Report on Japanese Reparations,” by Edwin W. 
Pauley, a study which theretofore had been classified. The debate over the 
proper level of Japanese reparations, if any, was thus publicly launched. 

The Overseas Consultants’ report (Section B) concerned itself with the 
adequacies of retained capacities (after removals) for achieving a self- 
sustaining civilian economy. The ostensible purpose for which the survey 
was undertaken was to determine which plants might best be removed under 
the industry level for Japan prescribed in a document prepared by the State- 
War-Navy Coordinating Committee and known as StVNCC 236/43. This 
directive called for 990 million (1939) yen worth of productive facilities to 
be designated for reparations, exclusive of primary war facilities about 
which there was no dispute. The Consultants lowered this to a mere 172 
million (1939) yen, exclusive of primary war facilities, giving as their 
premise that “ in our opinion, a strong industrial Japan would be less dan- 
gerous to the peace and prosperity of the Far East than a continuance of 
the present state of instability and economic maladjustment in this vast and 
populous region.” 

They also stated categorically that: 

We realize that other Far Eastern countries are in need of industrial 
equipment, and the ultimate decision with respect to reparations should be 
based on a balancing of needs to obtain optimum benefit' for the region as 
a whole. It is our opinion that this can be achieved most surely by leaving 
Japan free to recon.'truct and use as quickly as possible tlie bulk of her in- 
dustrial capacity. 

The report concluded: 

Not only does Japan need more, rather than less, productive capacity 
than she now has if she is to have any chance of becoming self-supporting, 
but the removal of productive facilities (except primary war facilities) 
which can be effectively used in Japan would hurt world production; would 
reduce tbe likelihood of her becoming self-supporting, and in any case in- 
crease the time required to accomplish this objective; would be expensive 
to the American tax-payer; and, in om- opinion, would not be to the best 
interests of tbe claimant nations. In view of the foregoing we recommend 
against the removal of productive facilities (except primary war facilities) 
which can be effectively used in Japan.'' 

The controversy over the reparations issuc was thus well under way 
when Major-General Draper, Under-Secretaiy of the Army, set out for 
Japan, accompanied by a group of American businessmen, including Percy 
H. Johnston, Chairman of the Chemical Bank and Trust Co., and Paul G. 
Hoffman, subsequently named Administrator for the European Recovery 
Program. Since General Draper had been largely credited with responsi- 

Report on Industrial Reparations Survey oj Japan to the United States ol Amer- 
ica, Overseas Consultants, Inc., New York, February 194^ pp. 223-24. 



■G4 .JIUTVS'^. KflOXlLDMY IS WAB ASD BEC0SS.TEUCT10X 

Mity for tfee (teteMtt t® resliwf Gtnnan industry and to call a lialt to de- 
caifrfisatiffisa, fihj jowH'isMe Ksi:l;i of his mission were not unanticipated. 
JapaMse llMsin'EsaiaEin Hardly suppress their hope. As one press re- 
port telared: " Many Japacsse say the present American thinking links 
demoeinafy imjly to riiiTJate cnurptise while the American policy in Japan 
is setMBgly iLt Amincan policy of ten years ago, when government leaders 
were defcniely agains: business." 

Eevival c: ile capital market was anticipated and stock prices rose 
materially. Japane^e officials were reported as feeling that resumption of 
debt service ( on prewar foreign debt) must be arranged at the earliest pos- 
sible date because of the importance of its connection with the importation 
of new foreign capita] for recovery. Speculation centered on the probable 
end of the purge of business leaders and the cessation of the breakup of the 
Zaibatiu. The Japanese attitude on labor stiffened and the Governor of 
the Bank of Japan announced in favor of wage control. Generally, Japa- 
nese writers predicted a “ softening " of the United States attitude and 
openly stated that the United State- would now build up Japan as a Tar 
Eastern '• bulwark." 

The most authoritative expre—ion of the views and proposals of the 
Draper Mission, which -pent three week- in Japan and Korea considering 
the future of both economies, was the Rcpoit of the Johnston Committee.^^ 
.Apparently the .Aimy -ought to <li-as-oeiute General Draper from the work 
of the mission, and to create the impression that the report was the work of 
a group of independent busine.-smen. when in reality it was another, though 
perhaps the most important and the mo-t persuasive, attempt in the Army’s 
campaign to set a new lenient " recovery '' program for Japan and reverse 
the previously acceiilcd " reform-punishment ” concept.'® 

The Committee announced that ‘‘ it agrees with General Mac.Arthur and 
the Department of the Army that indu-trial recovery of Japan on a peaceful 
basis is necessaiy to bring about a self-supporting economy; that this pro- 
gram has now properly become a primary objective of the occupation; and 
that the American Government in the national interest should support a 
reasonable recovery program.’’ Isoting that the relief costs of keeping the 
Japanese people alive and of preventing di-ea-e and unrest were running at 
an annual rate of 8400,000,000, the Committee urged that the program which 
the Department of the -Army had recently presented to Congress, to provide 
Japan with an essential minimum of raw materials, be supported by the 
American people. .Admitting that it was a new departure in United States 
policy toward Japan, the Committee argued that it was a commonsense ap- 

Report on the Economic Position ami Prospects oj Japan and Korea and the 
Measures Required to Improve Them, YVashington, D.C., .\pril 26, 1948. 

'®For a Japanr?e commcdtarj' aec “On Reading the Draper Repoid,” Tokyo 8him~ 
bun, May 20, 1948; “The Draper Report,” Jiji, May 20, 1948; and “Japan's Economic 
Recovery and Far Eastern CountrioV in .Vi/ion Keizai, May 20, 1948. 
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proach. Some brandies of Japanese industry could be making goods that 
other countries needed if these industries had the raw materials; but Japan 
cannot pay for them, the argument ran. The United States could finance 
them; Japanese industry could convert them into finished goods; by selling 
part of these goods abroad it could get the dollars to pay for the raw mate- 
rials; the rest of the product would remain in Japan where it is badly 
needed. 

Or to state the argument in slightly different fashion, a difficult circle of 
circumstances prevails in the Japanese productive economy. Insufficient 
essential raw materials result in insufficient production ; insufficient produc- 
tion result? in insufficient foreign exchange to pay for the necessary raw 
materials. Until this circle is broken, Japan’s economy will remain pros- 
trate and dependent upon a food dole such as the United States is presently 
supplying. The best way to break this circle is to supply sufficient dollar 
exchange to enable Japan to purchase the initial foreign raw materials. 

Since increasing production is the one sure method of producing indus- 
trial recovery, it follows that almost all of the plant Japan has must be re- 
tained and utilized. The Johnston Committee stated bluntly: 

Plants which are needed in bringing about the recovery of Japan should 
be retained and only excess capacity removed. Otherwise the United States, 
which is now extending relief to Japan, would in reality be paying the repa- 
rations bill. In our opinion, the capacity that can be spared without affect- 
ing Japan’s useful peacetime productivity is not great.*'* 

Indeed, the Committee’s recommendations on reparations place them at 
a level lower than the recommendations of the Overseas Consultants, Inc., 
which, it will be recalled, in turn sharply reduced the Pauley recommenda- 
tions. The contrast may be seen as follows: 

Recommended Removals foe Rep.\k.ation? 

(in thousands of 1939 yen) 


Ouerscas Johnston 

■’ Consultants Committee 

Industiy Total 990,033 172,269 102,247 

Primaiy War Facilities 1.475587 1,476,887 560,000 

Grand Total '2,465,920 1.648,166 662,247 


Just how a group of businessmen, without a staff of engineers, in a three- 
week survey tvhich included travel time to and from the Far East, and a 
diversionary trip to Korea, could conclude that primary war facilities avail- 
able for reparations were only forty percent of that favored by a group of 
engineers who had spent five month? studjung the question is not made clear 
in the report of the Committee. 

The Japanese themselves had earlier undertaken a campaign to put across much 
the same idea. See The Sasic Problems of Japan's Economic Reconstruction, Special 
Research Committee, Foreign Ministry, Tokyo, March 1946, revised September 1946. 
Also, Living Standard and the Future Economy of Japan, Research Bureau, Foreign 
Ministry, Tokyo. December 25, 1946. 
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A speedy ^cTt]ment of the reparations question was urged since the 
threat of removalr was hindejmg production, so the Committee held, and 
wOT'en in with this notion was the view that since the process of deconcen- 
tration was also retarding onlpm. it too should be reconsidered. On this 
score the Committee tcccnimenJed that: 

The period of unocnainty caused by this economic reform should be 
made iiort and the area of uncertainty les.=ened as rapidly as possible. The 
possible disturbing effects should be allayed by care not to hurt production, 
and by limiting reorganization to the minimum necessary to insure reason- 
able competition. This we understand is the intention of the occupation 
authorities and is nirther a—ured by their establishment of an American 
review boartyto tee that deconcentration plans do not adversely affect pro- 
duction and the broad program to achieve economic recovery. Care must 
also be taken that lireaking up of the Zaibatsu monopolies does not lead to 
the growth of governmental iiionopoliet. 

This marked a wide departure from the recommendations of the Edwards 
Mission on Japane-e Combines (19461. but the announcement in Tokyo on 
May 1. 1948. by SCAP, that 194 of the 32-5 companies designated for study 
under the Economic Deconcentration law would not be required to undergo 
structural reorganization, indicates an active implementation of the John- 
ston CommitteeV recommendation. As one correspondent stated: “ IVhen 
Washington decirled that Japan must be strengthened economically to re- 
move the load from tlic back- of .\mcrican taxpayers, it became evident that 
the proposed fragiucntatioii of large— calc cnterpri.se would have to be 
softened.” 

Thu,', tliougb three years of occupation have brought no ilecisive solution 
on the reparations problem, they have seen a basic change in the U.S. atti- 
tudes and probably the high-water mark of a basic economic reform, the 
destruction of the great connncrcial, financial and industrial monopolies in 
Japan. The role of the Zaibat-u during the war period has already been 
examined.*' Upon 'urrender it was found that the reparations problem 
could not be considered independently of the Zaib.at'ii. The Pauley report 
stated: 

Reparations are related to Zaibatsu because in considering the available 
undostroyed and undamaged physical plants, which are reparable in kind, 
many, if not most of them, are owned by the Zaibatsu; which leads logically 
and necessarily to a consideration of the effect of such takings upon the 
Zaibatsu; which in turn leads to a consideration of the relationship of the 
Zaibatsu to the entire Japanese economic life, because of the large per- 


*' See Chapter 2. pp. 101-103. Tor a Japanese account see Nihon Sangyo Fukko- 
Eno Michi (Road to the Rehabilitation of Japanese Industry), by Hoashi, Kei, the 
Shinso Shuppansha. Tokyo, 1947, 251 pp. The author eamed more than a year's im- 
prisonment for his outspoken critiei-m of the military-bureaucratic wartime control of 
Japan's economy. 
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centage of control which lies in the Zaibatsu in every field, both internally 
and externally 

Dissolution ok the Zaibatsu 

Pauley’s condemnation of the Zaibatsu vsas unequivocal and is cited here 
to indicate more fully the climate of official American opinion in the year 
following the surrender. 

I Japan’s Zaibatsu (literally, ‘‘financial clique”) are the comparatively 
I small group of persons, closely integrated both as families and in their cor- 
porate organizations, who throughout the modem history of Japan have con- 
trolled not only finance, industry and commerce, but also the government. 

' They arc the greatest war potential of Japan. It was they who made pos- 
\ sible all Japan’s conquests and aggressions. . . . Not only were the Zaibatsu 
I as resjionsible for Japan’s militarism as the militarists themselves, but they 
profited immensely by it. . Even now. in defeat^Jiey have actually 
strengthened their monopoly position. The industrial facHities owned or 
controlled by them stand relatively undamaged from the war. compared with 
thousands and thousand? of small bu-ines-es which have been wiped out. 
The ‘ little men ’ arc not only ruined, but heai'ily indebted to the Zaibatsu. 
Unless the Zaibatsu are broken up, the Japanese have little prospect of ever 
being able to govern themselves a? free men. A- long a- the Zaibatsu sur- 
vive, Japan will be their Japan.'^ 

This view became sub-tantially that of the United States Government 
and an early directive by the Joint Chiefs of Staff to General MacArthur 
ordered the breakup of exec-sivc concentrations of economic power in Japan. 
The democratization of Ja|)anc-c economic life invoh'cd a long series of steps 
and a considerable number of new law- and enforcing organizations. The 
process began in halting, caution- fa-hion in late 1945, gathering momentum 
in 1946 and 1947. By mid-1948 the machinery was working smoothly, but 
the new orientation of U.S. ixiliey indicated earlier cast some doubt that the 
process iiould be carried thumgh to effective completion^ SCAB lias, how- 
ever, defended the program rigorously on several oecasiohs. av^^’in IHs Nhw 
Year hicssage to the .fapane^c People declared: 

' Economically, allied poliej' has required the bi’cuking up of that system 
which in the past has permitted the major part of the commerce and in- 
dustry and natural resources of your counti-y to be owned and controlled by 
I a minority of feudal families and exploited for their exclusive benefit. The 
I world has probably never seen a counterpart to so abnormal an economic 
system. It permitted exploitation of the many for the sole benefit of the 
) few. The integration of these few with government was complete and their 
influence upon government policies inordinate, and set the course wipA 
I ultimately led to war and desti'action.*” 

After preliminai’y discu-sions the fir-t major concrete step iiLdcconcen- 
tration was the Japanc-c Govermuent proposal of November 4, 1945, to 

i^Ifcport on Japanese licparalions, op. cil.. Document 1-f, p. 10. 

It Ibid. Program, pp. 39-40 : see also references 7a and 7b. 

^^Conlemponoy Japan, Vol. XVII. Nos. 1-3, Januai^’-March 1948, Tokyo, p. 97. 
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SCAP. of a program for the dissolution of the “ big four ” Zaibatsu holding 
company empires. Very briefly, the proposal. Avhieh was accepted by SCAP 
in a directir'e two days later.”' provided for the formation of a Holding 
Company Liquidation Commi.S'ion. to which the ‘‘ big four ” holding com- 
panies would turn over all their sccuritic-. The Zaibatsu officers and direc- 
tors would resign. The Holding Company Commission would either dis- 
solve or itself run the holding companie-. Upon final liquidation of the 
transferred securities, the original owners would receive non-negotiable, non- 
transferrable Japanese Government bond= having a maturity of not less 
than ten years. The face value of the bon(L given in redemption of the re- 
ceipts would not be in e.xcess of the net proceeds derived in liquidation of the 
securities and property tran^fen-ed by the holding companies. Previously a 
SCAP directive had rc'iricted the «alc or transfer of the securities of fifteen 
Zaibatsu holding companies and of their affiliates or subsidiaries, without 
SCAP approval. Xor could thc=e ^cruritie•^ be used ns collateral to obtain 
loans without SCAP approval. Bccaii-e of uncertainty as to what consti- 
tuted a subsidiary or affiliate, a directive on December 8. 1945, established 
a •• Schedule of Restricted Concerns " which listed by name the 326 com- 
panies to which the ban on capital transactions applied. Another directive 
of the same date prescribed " Regulations Affecting Restricted Concerns,’’ 
limiting them to routine operation* and forbidding them to issue additional 
stocks or bonds, to declare dividends, or to dispose of any funds or assets 
without SCAP approA’al. Officers' .salaries ucre not to exceed the level of 
June 1945 and officers were not to be given bonuses, gifts or retirement pay. 
In subsequent month* other companies were added to the restrieted list; by 
August 1946 it had grown to 42 holding companies and 1,121 subsidiaries; 
by June 1947, to 67 holding companies and 3.658 subsidiaries. A year later 
there were 83 designated holding companie- with appi oximately 4,500 sub- 
sidiarie:. 

A second major step in the economic leveling procc-s was the Japanese 
Government proposal of Xovember 16, 1945. to levy a new tax ‘‘ designed 
to eliminate and recapture all profits, cnrjiorate and individual, made dur- 
ing, in connection with and as a result of the war.” It additionally proposed 
to assess a univei-sal capital levy, on a gi-aduated scale. A SCAP directive 
a few days later approved this proposal and went further and ordered the 
Japane=e Government not to pay any indemnities for war damage, or war 
conversion, or war sujrplics and material*, pending legislation on the sub- 
ject. It also prohibited the Japanese Government from making any subsidy 
payments, tax allotments, paying off war-a.s*umed guarantees of bank loans, 
selling assets or issuing bonds, or borrowing without specific SCAP approval. 

'®SCAPIN 244, Xovember 6, 1945. 

AG 121.7 (Xovember 24, 1945) ESS-Fl, entitled EUminalion oj Wat Profits and 
Reorganization oj Xalwnal Ftnaners, .SCAPIX 337. 
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This directive ivas ultimately implemented in 1946 by two measures, the 
War Indemnity Special Measures Law,-^ which levied a tax equal to the 
claim an individual or corporation had against the government after a small 
allowed exemption, and the Capital Levy Law, which imposed a graduated 
tax upon real and intangible property of individuals valued in excess of 
100,000 yen.^- The former measure was estimated to have saved the gov- 
ernment payment of some 90 billion yen (80.9 billion yen of claims arising 
from war-damage insurance, contract termination, indemnities for govern- 
ment-ordered plant expansion.^, depreciation and obsolescence guaranties, 
etc., plus 24.8 billion yen of claims from private banks for industrial loans 
in default, all of which had been guaranteed by the government, minus 15 
billion yen representing claims honored under the allowance exemption 
■which ranged from 10,000 to 50,000 yen per claim) The yield of the 
capital levy was estimated at 43.5 billion yen and fell most heavily upon the 
top 5 percent of the Japanese population, the rates of the levy ranging from 
10 percent on the first 10,000 yen of taxable wealth (after an exemption of 
100,000 yen) to 90 percent on the excess above IS million yen. Provision 
was made for payment in kind. Inflation, as we shall see later, materially 
reduced the levy’s real revenue, since the yon depreciated rapidly in the 
year between tax valuation and payment. 

The cancellation, via taxation, of the war indemnities impaired the 
capital structure of many corporations and made it impossible for them 
either to repay bank loans or find sufficient working capital. This was 
particularly true in the heavy industries and in the larger financial institu- 
tions which had granted large war loans. In anticipation of this, the govern- 
ment passed several measures in 1946, including Emergency Law for the 
Accounts of Companies, Emergency Law for the Accounts of Financial In- 
stitutions, the Enterprise Reconstruction and Reorganization Law, and the 
Financial Institutions’ Reorganization and Readjustment Law, designed to 
facilitate financial readjustment re.«ulting from the indemnities tax. In the 
case of corporations, losses were to be borne by stockholders up to 90 per- 
cent of capital, with creditors sharing the burden where lo5>e3 exceeded 90 
percent of capital, while in the case of financial institutions depositors had 
to absorb losses in excess of 90 percent of the capital. All reorganization 
plans had to be approved by the government.-^ 

-'Law No. 38, October IS, 1946, Oficial Gazette, No. 167, October 19, 1946. 

22 Law No. 52. November 11, 1946. OSiclal Gazelle, No. 187. November 12, 1946. 

23 For a discussion see “ Problem of War Indemnities,” Nippon Times, Tokyo, July 
22, 1946. p. 4; '■ Cancellation of War Indoranilies Demanded,” Yomiuri Shimbun, Tokyo, 
March 22, 1948; and “Postwar Taxation in Japan,” by Henry Shavell, in Journal of 
Political Economy, University of Chicago, April 1948, pp. 136-36. 

24 For a more detailed discussion see “The Reconstruction of Japanese Enterprises,” 
by Tsuya, S., in Monthly Circular, Mitsubishi Economic Research Institute (reestab- 
lished in June 1947), No. 212/213, July-August 1947, Tokyo, pp. 19-24. 
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A Holding Company Liquidation Commission (ilochikabu Kaisha Seiri 
linkait -was establisked in 1946 to handle the deconcentration procedures 
and its poners have been steadily augmented.'^ The first five holding com- 
panies desisnated for dissolution under the Commission were IMitsui, Mitsu- 
bishi, Sumitomo, Yasnda and Fuji Industrial, .4t stockholders’ meetings 
held on September 30, 1946, tlie Alitsui, Mitsubishi, and Yasuda holding 
companies voted to dissolve under the terms of the Commercial Code of 
Japan and submitted liquidation plan-. The physical transfer of the securi- 
ties of all five holding companies was made in October, amounting to over 
1,2 billion yen. Tlie Commission wa- to arrange for the sale of securities 
and other assets by variou^ method^ inclmling special an-angements with 
the worker- of the sulwidiarj- companie-. -ealed bids in the open market, and 
direct negotiations with individual-. Limitations were placed on the amount 
of securities any company could acquire. After meeting creilitors' claims 
and the costs of dissolution, the net jirnceetb were to be turned over to the 
stockholders of the holding companie- in the form of ten-year non-negotiable 
bonds. By raid-1948 the HCLC had taken over securities valued at 7.8 
billion yen.““ 

A number of additional diieetivc- were i-sued during 1946 designed to 
make more complete the Zaibat-u liquidation program. One directive re- 
quired the Japanese government to make certain that no " windfall or gain " 
would accrue to the Zaibatsu as a result of an increase in the market price 
or value of the bonds given to them. Members of listed Zaibat'u families, 
or their apjiointees, were prohibited from holding positions of responsibility 
in any restricted company. The Japaiio-e government wa« directed to 
eliminate inter-coiporate security holiting- of restricted concerns, prohibit 
multiple directorships or contractual, -ervicc. or patent arrangements among 
restricted companies in re-traint of competition or trade. The efforts of cer- 
tain Zaibatsu to evade the effect- of di— olution by obtaining control of non- 
restricted companie- were blocked by prohibiting any restricted concern or 
its subsidiary from acquiring an interc-t in or participating in the manage- 
ment of a non-restricted concern. In mid-1946 ten more, lesser Zaibatsu 
families were brought under HCLC control, while, later in the year, 56 per- 
sons of ten Zaibatsu families weie dc-ignated by SCAB and had to turn over 

2“ Imperial Ordinance Xa. 233 aa amended by Imperial Oidinanee Xo. 567, Xovem- 
ber 25, 1946. Official GazeilCj Xo, 197. Xovember 25, 1946. Impeiial Ordinance Xo. 591, 
December 3, 1946, Official GazettCj Xo. 205, December 4, 1946, and the Law Concenung 
the Revision of a Portion of the Holding Company Liquidation Oidinanee. December 
9, 1947. An excellent diidy is The Canccllalwn oj IFar Indemnities, Economic and 
Scientific Section, Research and Stati-tics Division, SCAP-GHQ, Tokyo, December 15, 
1946. 

28 For a discussion of procedures, pricing, priorities in the disposition of shares, see 
" Basic Policy for the Disposition of Transferred Securities," Minutes of the 22nd Meet- 
ing of the Holding Company Liquidation Commission, Tokyo, Maj' 20, 1948. 
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tlieir personal seeurity holdings (previously only security holdings of Zai- 
batsu corporations had been transferred) amounting to about 1.2 billion yen. 

The third major step in breaking up the cartels and monopolies came in 
August 1946, nhen SCAP directed the Japanese government to dissolve all 
control associations in ninety days. Previously there had been a debate a? 
to whether this was feasible ; a few had been abolished earlier.-" While they 
were recognized as instruments for cartel eontrol of industiy, there had also 
been reluctance to disrupt allocation control in the face of a mounting infla- 
tion and a severe shortage of goods. With the establishment of the Eco- 
nomic Stabilization Board in August 1946, it was decided that it, as the 
central economic control body (and thus in a sense heir to the Munitions 
Ministry) , should take over the allocation and control as-ociation functions. 
In due course it began to issue "Quarterly Coal Di-tribution Plans,” 
" Quarterly Financial Accommodation Plans,” and “ Quarterly Allocation 
Program for Key Product*." which looked and were very much like the war- 
time material mobilization and financial accommodation plan*. Just as the 
control associations had found it necessary to organize distribution com- 
panies to carry out the allocation program, so the Economic Stabilization 
Board, following the now familiar pattern, organized a series of “ public cor- 
porations," the Shipping Corporation, the Petroleum Distribution Corpora- 
tion, the Solid Fuel Distribution Corporation, the Industrial Reconstruction 
Corporation, the Foreign Trade Corporation, the Price Adjustment Corpora- 
tion, the Special Procurement Board and the Fertilizer Distribution Cor- 
poration.®® Four additional Kodans, for liquor, feed, groceries and oilstuffs, 
were established in December 1947. To provide for the orderly liquidation 
of some 1,200 control associations and their subordinate control and distri- 
bution companies, a Closed Institutions Liquidation Comini«ion was estab- 
lished. Thus the wartime control system with its vestiges of cartel domina- 
tion was abolished, but the , substitute allocation system had a very familiar 
appearance. 

The fourth major step in the program for achieving economic democracy 
was the application of the purge program to the economic field starting with 
the issuance on January 4, 1947, of a series of appropriate ordinances. The 
economic purge was applied on a compulsoiy basis to “ key officials " in 

27 The Iron and Steel Control Assonadon in Febiuaiy 1946, the Koeki Eidan in 
March 1946, the three rubber control associations in April, the lumber control associa- 
tion m June. etc. Even after August, the Tempoiaiy Demand and Supply Adjustment 
Act gave some control associations a longer lease on life until the Economic Stabiliza- 
tion Board was in an effective position to assume their functions Some control associa- 
tions continued to exist well into 1948, under this law, because the staffing of the Eco- 
nomic Stabilization Board was a long, slow process. 

28 For a detailed description of the functions of each of these corporations, see 
Monthly Circular No. 211, Mitsubishi Economic Researeh Institute. Tokyo, June 1947, 
pp. 28-29. 
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some 250 designated major companies.' Key officials Mere defined as “ chair- 
man, vice-chairman, president, vice-president, director, standing auditor, 
and any other official regardless of his title, who, in fact, exercises the 
authority or influence or receives compensation commensurate with that of 

any of the officials listed above ” All those removed were barred from 

“ any position in the public service,” and forfeit any rights they may have 
to public or private pensions, annuities or similar benefits. By mid-1947 
some 2,200 persons, all outstanding wartime business leaders, had been 
purged under this program. They raised a strong protest in Japan and even 
found support in the United States among business leaders, but SOAP issued 
an official statement which quoted pertinent instructions given himqn his 
basic directive from the Joint Chiefs of Staff and defended the program 
vigorously, even though it might conflict with other occupation objectives 
such as the revival of the Japanese economy.-® 


^®The official statement of Januarj’ 31. 1047, reads in part: 

" The Supreme Commander was directed early in the occupation to ' prohibit the 
retention in or selection for positions of important responsibility or influence in industry, 
finance, commerce or agriculture of all persons who have been active exponents of mili- 
tant nationalism or aggrcs'ion. and of any who do not direct future Japanese economic 
effort solely toward peaceful ends.’ In the absence of evidence to the contrary, he was 
directed to ‘ assume that any person' who have hold key positions of high responsibility 
since 1937 in industry, finance, eommcivc and agriculture have been active exponents of 
militant nationalism and aggression and to remove and exclude them from positions of 
important responsibility or influence. . . .’ 

"... I have aggi’cs^ively furthered this objective, not alone because to do so is in 
compliance with the ba'ic directive by which my course of action as Supreme Com- 
mander is bound, but because any other course woirld be to ignore those very causes 
which led the world into war, and by so doing to invite the recurrence of future war. 

"It was these very per.-ons. bom and bred as feudalistic overlords, who held the 
lives and destiny of the majority of Japan’s people in virtual slavery, and who, working 
in closest affiliation with its military, geared the country with both the tools and the will 
to wage aggressive war. This, to the end that a large part of the earth’s surfaces and 
inhabitants might be brought under the same economic bondage they had so long main- 
tained over a majority of the Japanese people — ^and that Japan might wold from con- 
quered nations and peoples of the world a vast totalitarian Empire, designed further to 
enrich them. These are the persons who, under the purge, are to be removed from in- 
fluencing the course of Japan's future economy. . . . 

. . even if . . . this cleansing of the economy of Japan of undesirable influence is 
destined seriously to handicap industrial revival for lack of essential leadership — or even 
it such revival is wholly impossible without the guidance of those several thousands of 
persons involved who directly contributed to leading the world into a war taking a toll 
of millions of human lives and effecting the destruction of hundreds of billions in mate- 
rial resources — then, in that event, the interrats of these hundreds of millions of peoples 
who want and seek peace leave no alternative than that Japan, must bear and sustain 
the consequences, even at the expense of a new economy geared down to the capabilities 
remaimng.” Quoted in Martin, The Resulte or the Allied Ocoupation of Japan: An 
Inlerim Report, op. cit., pp, 34-35. 
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The fifth major step was tlie passage on April 12, 1947, of an Anti-Trust 
Law (Law Relating to Prohibition of Private ilonopoly and Methods of 
Preserving Fair Trade) “ The measure defines and prohibits “ unreason- 
able restraints of trade,” “unfair methods of competition,” “ excessive con- 
centration of power over enterprises,” “undue restrictions of production, 
sale, price or technology through combinations and agreements." Mergers, 
interlocking directorates, interlocking stockholdings, etc. are prohibited. A 
Fair Trade Commission is established to enforce the measure, which is 
modeled much along the lines of the American Clayton Anti-Trust Act and 
the Federal Trade Commission. During its first year of activity (July 1947- 
July 1948) this Fair Trade Commission has proceeded with vigor to enforce 
its statute. A number of trade associations have been cited and ordered to 
discontinue non-competitive practices. The Teikoku and 27 other banks 
were cited for conspiring to fix interest rates. A group of motion picture 
companies and theaters were restricted from monopolistic practices. Ap- 
proximately 4,500 companies have submitted stock-disposal plans under 
Cabinet Order No. 43, which required companies owning stocks of other 
organizations to report to the Commission their stockholdings and proposed 
disposition plans. The Commission called the attention of the government 
to several statutes, a number of whose provisions were in conflict with the 
anti-trust law, and these provisions were repealed. A number of anti-price- 
fixing decrees were issued and several holding companies were ordered to 
dissolve. However, it must bo remembered that enforcing competition is 
wholly alien to Japanese government and business practice. In the past, 
cartel arrangements and various restrictive practices have not only been 
tolerated, but, as we have scon, sanctioned by government measures. It re- 
mains, therefore, to be seen, whether the Commission’s early vigor survives 
the end of the occupation.*' 

In njid-1947, the Securities Coordinating Liquidation Committee 
(Shoken Shori Chnsei Kyogi Kai) was established, because of the conflict 
among, and the difficulties experienced by, the various government agencies 
attempting to dispose of securities turned over to them.*" The Commission 
was to coordinate the security disposal work of the Holding Company 
Liquidation Commission, the Closed Institutions Liquidation Commission, 
the Bank of Japan, liquidating agency for closed financial institutions, and 

aoLaw No. 54, April 12, 1347, Official Gazelle, No. 309, April 14, 1947. 

*1 For a further diacussion from a Japanese point of view see Nippon Keizai No 
Saiken (Reconstmetion of Japanese Economy), by Takahashi, Kamekichi, the Nippon 
Keizai Kenkyujo, Tokyo, 1947, p. 96 el zeg. 

*2 Law No. 8, Janukry 17. 1947, Official Gazette, No. 239, January IS, 1947. The 
necessary ordinance establishing the Committee was not issued until June 18, 1947. See 
also “ Aims and Methods of Securities Disposal,” Asahi Shimbun, Tokyo, October 14, 
1947, and “ Disposal of Zaibatsu Stocks,” Oriental Economist, Tokyo, June 28, 1947. 
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the Ministry of Finance, liquidating agency for capital levy tax collections 
paid in securities, etc. Since it was the very wealthy who were being sepa- 
rated from their securities, and since there was little security-owning tradi- 
tion among the other economic levels in Japan, considerable difficulty was 
encountered in liquidating the holdings of the various agencies. The Se- 
curity Coordinating Liquidation Committee was therefore charged with 
popularizing the notion of security ownership and explaining the benefits of 
wide distribution of corporate ownership.*® By the end of 1947, however, 
only 2 percent of the total amount of securities actually held by various 
government security holding agencies had been sold. By June 1948 it was 
estimated that the SCLC held .some 22 billion yen of shares for disposal for 
all government agencies, or a little less than half of the 4,5 billion yen of 
corporate shares outstanding. Since it had, as of August 24. disposed of 24,- 
471,645 shares valued at 2.123,004,942 yen, shares disposed of amounted to 
only 10 percent of tho=e still on hand.*'* Of the shares sold, 19 percent went 
to company employees, 72 percent were sold by auction to the public, and 
9 percent were sold privately by negotiation. In April 1948 a Securities and 
Exchange Commission was established under the Ministry of Finance. 
Modeled after the American act, the law provides for compulsory disclosure 
of corporate information when securities arc to be offered publicly, sets 
penalties for misinformation or misrepresentation, and requires the registra- 
tion of security dealers, underwriters or brokers. It defines matters refer- 
ring to the control of trading, limits extension of credit, short sales, wash 
sales and stabilization activity and pre‘cribc.= severe penalties for manipula- 
tion of security prices.** 

The final basic step in the deconccntration and anti-monopoly program 
was taken in December 1947, with the passage of two far-reaching measures, 
Elimination of Exces-^ivc Concentration of Economic Power Law,** and 
the Law for Termination of Zaibatsu Family Control. The former gives 

*3 This it rrocoeded to cany out by such moans as release of a film entitled “ Demo- 
cratization of Industry," and radio programs entitled “ Savings and Stocks.” “ Popular- 
ization of Stocks.” etc. See S^^lltmation No. 25, October 1947, p. 242. 

**See “ Democral ization of Stock Transaction'." Seiji, Tokyo, June 30, 1948. 

*3 See Stimulation No. 31. April 194S. p. 253. 

*«In her excellent article, “ Trust Busting in Japan," in the ffaruard Business Re- 
viev), July 1948, Bleanor M. Hadley declaivss: 

Under six months of SCAP pressure this bill passed the Japanese Diet December 
10, 1947. In effect it represented the result of two years of torturous work involving 
^AP and Washington, on the one hand, and Japanese politicians schooled in subter- 
fuge. on the other. . . . The pattern of these battles is always the same. Firet an at- 
tempt IS made to prevent the antimonopoly legislation from getting on the books; sec- 
ondly, if legislation cannot be avoided, effort is made to emasculate as far as possible 
Its vanous provisions: thirdly, and as a last resort, comes sabotage of enforcement.” 
pp. 425 and 431. 
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tlie Holding Company Liriuidation Commission authority to designate exces- 
sive economic concentration-: and to reorganize such combines into indepen- 
dent companies to insure a reasonable degi'ce of competition and freedom of 
enterprise. An exce^.^ive concentration of economic power is defined as any 
enterprise which by reason of its size in any line or the cumulative power 
of its position in many lines restricts competition or impairs the opportunity 
for others to engage in business independently. Enterprises of monopolistic 
character “ shall include any enterprise which =hall have resulted from 
merger of independent enterprises or which shall have resulted from exces- 
sive expansion of activities during the period between .July 1, 1937, and 
September 1, 1945. in relation to its previously existing jmsition in the field 
of activity.” No enterprise shall be penuitted to operate in “ unrelated 
fields of activity,” or control companies in such fields. The Holding Com- 
pany Liquidation Commission was to designate excessive concentrations of 
economic power existing on the effective date of the statute, and hold hear- 
ings prior to issuing final orders for reorganization. The enforcement of 
final orders issued by the HCLC was to be responsibility of the Fair Trade 
Commission. The law did not apply to government companies, non-profit 
organizations or labor unions. 

In February 1948 the Commission issued a statement of standards ap- 
proved for designating enterprises as exce-sive concentrations of economic 
power.^^ and so designated 325 companies, including Nippon Seitetsu, Nip- 
pon Gorau, Kanegafuchi Bo'eki, Teikoku Sekiyu, Hitachi Seisakusho, Tokyo 
Shibaura Denki, ^litsubi-hi Jukogyo, Kawasaki Jukogyo, Mitsui Seilci, 
Riken Kogyo, Oji Scishi, Toyo Rayon, Toyo Menka, Nippon Hassoden, etc. 
The list reads like a who’s who of 'Japanese business. In April the com- 
panies filed required information and some submitted dissolution plans. In 
May it was announced that 194 of the 325 companies designated would not 
be required to undergo .structural reorganization. Whether this was due to 
a legitimate finding that the companies were not “ e.xcessive concentrations 
of economic power,” or whether it was due to the influence of the Draper- 
Johnston Mission, it is impossible to say. On July 1, 1948, the Holding 
Company Liquidation Commission removed 31 more names from the list of 
firms designated, reducing the number of companies facing deconcentration 
to 100.’*® In August it was decided to cancel the application of this measure 
to banks.®** 

The Law for the Elimination of Zaibatsu Family Control provided in 
essence that any Zaibatsu family member holding any official position in 
any Zaibatsu-dcsignated company or subsidiary or affiliate had to retire 

S'* For details see Siiinmalion No. 29, February 1948, p. 247. 

as See Yomivn Shimbun, Tokyo, July 2, 1948. 

2** See Orienta! Economist, August 21, 1948, p. 681. 
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within thirty days and excluded them from positions in ^uch companies for 
ten years. 

In March 1948 a Board of Smaller Enterprises was established within 
the Ministry of Commerce and Industry. In its first article the law setting 
up the Board states: 

Smaller entei'iirise is essential to a sound and prosperous Japanese econ- 
omy. It is considered that small, efhcient, independent enterprises will serve 
as a bulwark against concentrations of economic power and provide oppor- 
j tunity for the industrious to follow the legitimate callings of their choice. 

TFus the basic steps have been taken and the overall pattern of the program 
to democratize Japanese business is ciear.“ The ^ibatsu were first sepa- 
rated from ownership, control or position injOieit industrial empire. The 
companies were then subjected to a pulverization process and finally rules of 
fair play in business were laid down and a permanent organization estab- 
lished to enforce competitive practices. The directives and statutes have all 
been placed on the record but the actual implementation process is only in 
the very early stages. The whole orientation is completely contrary to what 
the Japanese cusfomarify loffowecf, and therefore if enforcement or pofiomg 
of the program lags, no real gains will have been achieved. That the pro- 
gram involves a complete face-lifting for Japanese business, and that it is 
hurting financially, there i« no doubt. The removal of a cancerous growth 
must result in some pain. 

Labor Reform 

In contrast to the policy toward business concentrations, the basic re- 
forms in the field of labor looked to the emergence of a strong union move- 
ment and to the achievement of substantial material advantages for labor.'*' 
While the pattern was drawn almost wholly from American practice and 
does not qmte fit the Japanese scene, a scries of benevolent measures in three 
years of the occupation have sponsored an unprecedented development of 
the Japanese labor movement. 

Under SOAP pressure, the wartime labor-front organizations voluntarily 
dissolved on September 30, 1945. A few days later there folloived SCAP’s 
directive on “ Removal of Restrictions on Political, Civil and Religious Lib- 
erties," resulting in the abrogation of laws and ordinances restricting for 
labor and other groups freedom of speech, of the press, and of organization. 
The police were purged, the notorious “ thought polite ” were quickly abol- 
ished, and repeated instructions were issued to the police to refrain from 

40 For a useful review, see Major Posl-Smrender Legislation ASecting the Zatbatsu. 
Far Eastern Commission, MI-064/1. Washington, D.C., January 19, 1948, downgraded to 
unclassified February 2, 1948. 

41 For an extended discussion of labor organiaation under the Occupation, see the 
forthcoming study by Miriam Farley, Labor in Jam Institute of Pacific Relations, 
New York, 1949. 



THE ECOXOMY CKDEE OCCUPATIOX 


437 


interference in labor affairs, except to deal rvitli criminal acts. To eliminate 
police control of labor administration completel}', all labor functions were 
transferred from the Home to the Welfare Ministry. Later both Ministries 
were abolished and a new Labor Ministry organized in September 1947.^- 
The release of political prisoners on October 18, 1945, liberated a number 
of old-time labor leaders. A directive of November 28, 1945, forbade dis- 
crimination in private or public employment with respect to wages, hours or 
working conditions because of nationality, creed or social status. 

The first milestone, however, in the revival of labor, was the Trade Union 
Law of December 1945, modeled after the U.S. National Labor Relations 
Act of 1935. Though passed by the Diet on December 21, it did not become 
effective until March 1, 1946^./ The law guarantees the right to organize and 
to bargain collectively and recognizes the right to strike; laws and regula- 
tions infringing on the activities of labor unions are made invalid, and em- 
ployers are forbidden to discharge workers for union activities. The law 
also contains detailed provisions requiring unions to register with the 
authorities. A system of Labor Relations Committees on both a national 
and prefeotural level was established for the handling of disputes arising 
under the law. Under the terms of this and subsequent statutes, unioniza- 
tion of a spontaneous sort grew rapidly. While in Febniary 1946, 675 
unions with a total membership of 496,000 had registered with the Welfare 
Jlinistiy, by July 1948 there were 33,940 unions with 6,636,710 members. 
When it is recalled that at no time in the pre-war period had union member- 
ship in Japan exceeded half a million, the extent of the gain becomes ap- 
parent. 

Since the non-farm labor force, in the last census, rvas estimated to be 
13.4 million (compared to 18.7 million in 1940. the decline being due to flight 
from urban centers and subsequent government restrictions on returning) , it 
is apparent that 48 percent of the non-farm labor force was unionized. Of 
the 6.6 million unionized workers, over 2 million were government em- 
ployees. The Government Railway AVorkers’ I’nion (Kokutotsu) had 600,- 
000 members, the Japan Teachci's’ Union (government employed) (Nikkyo) 
had 500,000 members, the Communication Workers’ Union (Zentei) had 
350.000, etc. All the government unions joined together in the Zenkanko 

*-Sce “Labor Mini-liy OpenV’ Oriental Economist, Scpleinbev 20, 1947, p. 758. 
Of Ihe Ministrj’s five i)uicau=. thivc were Iransferred (ram the IVelfavc Ministiy. The 
Labor Administration Bureau is concerned with lobor unions, labor relations and labor 
education. The Labor Standards Bureau enforces the labor standards and workmen’s 
insurance laws. The Employment Security Bureau is responsible for operation of public 
emploj-menl offices, development of unemployment relief policies, prevention of unde- 
sirable recruitment practices, and administration of unemployment compensation. A 
newly created Women's and Minors’ Bureau administers the protective legislation apply- 
ing to women and children. Finally the new Labor Research and Statistics Bureau is 
the fact-finding agency. 



438 


JAPAN'S ECOXOMA' IX WAR AXD HECOXSTBUCTIOX 


(Zen Kankosho Sliokuin Rodo Kumiai Renraku KyogikaiJ , the liaison coun- 
cil of national and local government workcre’ unions. 

In August 1946 various independent unions came together and, accord- 
ing to their political leanings, formed two national organizations, the Gen- 
eral Federation of Japane-e Trade Unions (Kippon Rodo Kumiai Sodomei) 
and the more left National Congress of Industrial Unions. As of December 
31, 1947, the Sodomei claimed 1,119,203 members, the Sanbetsu, 1,186,965.^* 

AVhile workers had welcomed the Trade Union Law. labor opposed the 
ne.\t major piece of labor legislation, the Labor Relations Adjustment Law, 
passed on September 20, 1946. Growing labor activity, particularly the use 
of the “ production control " technique, whereby workers did not strike but 
seized control of the management of a plant and ran it according to their 
otvn theories,'** seemed to necc-^itate more effective machinery for the settle- 
ment of labor disputes. The law provides machinery for conciliation, medi- 
ation or arbitration, as the parties may select, under the auspices of the 
Labor Relations Committees. There is no compulsory arbitration. The part 
of the Act to which labor objected was that which imposed restrictions on 
the right to strike. Policemen, firemen and prison guard* were not permitted 
to form unions and w ere prohibited from striking. General government em- 
ployees, likewise, were prohibited from striking, although they have the right 
to organize. Transportation, mail, telephone and telegraph, water supply, 
gas and electricity, and medical, sanitation and public health were desig- 
nated as public utilities. Public utility workers had to appeal for mediation 
to the Labor Relations Committees, and could not strike for thirty days 
after presentation of the appeal. In addition, the act gave the Government 
the power to extend the scope of public utilities by tlc-ignating as a public 
utility any enterprise whose suspension would disturb the public economy or 
the people’s daily livelihood. It was to this power paniculai ly that labor 
objected. 


*3 See Survey oj Labor I'ninm amt F(d< lalions, Mmisliy of Labor, Bureau of Labor 
Statistics and Research, December 31, 1947. Tokyo. In October 1946 a third national 
federation, the All-Japan Council of Labor Union*, na* organized with the objective of 
absorbing all unions not afRhated either with Sodomei or Sanbel-ii, and ha- been claimed 
as the third major fedeiation. It ha* been inactiie, and im e-tig:ition by the Japanese 
Labor Minisliy has disclosed that it doe* not maintain anj- heailquiirteis. Some aclivily 
is carried on in its name at infrequent intcnals bj' a lew union- in the 0-aka area. 

**Tliis movement reached it* i.pcak in 1946. IVhile the J.spanese Supreme Court 
declared it illegal in Jlarch 1947. theie were still sporadic inslances of the practice dur- 
ing the first halt of 194S. Generally, after 1946 the formation of labor-management 
councils in a large number of enterprises gave labor its desired voice in the affairs of 
the companies. See Production Control by Labor, Publication* Analysis No. 40, May 
15. 1946, Analysis and Research Diiision, Civil Infonnation and Education Section, 
SCAP-GHQ, Tokyo, and Court Suspends Production Control,” Nihon Keieai, Tokyo, 
April 21, 1948. 
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When govenuiicnt workers, dissatisfied with their 3,791 -yen per month 
standard wage, threatened in July 1948 to strike in early August, General 
MacArthur sent a letter to Premier Ashida, whose Cabinet was tottering be- 
. eause of the labor offensive, deelaring that: 

No person holding a position by appointment or employment in the pub- 
lic service of Japan, or in any instrumentality thereof, should resort to a 
strike or engage in delaying or other dispute tactics which tend to impair the 
efiiciency^f'government operations. 

Whereupon the Cabinet, declaring the MacArthur letter “ a directive over- 
riding all Japanese law,” proceeded to promulgate an oi'dinance denying 
government workers not only the right to strike but also the right of collec- 
tive bargaining. It was the latter feature which precipitated the resignation 
of the top officials in SCAP’s labor division. It also made it impossible for 
the Central Labor Relations Committee to continue its efforts to settle the 
■wage dispute between the Government and its employees. All problems per-"' 
taining to government and public employees were tliercafter to be handled - 
purely as a civil service rather than a labor matter. 

The Labor Relations Coimnittees arc the basic machinery for the settle- 
ment of labor disputes in Japan. On a national level there is the Central 
Labor Relations Committee (in Tokyo) and the Maritime Labor Relations 
Committee. In addition, each prefecture has a committee. The Central 
Committee is composed of 21 members, seven reprc>cnting labor, seven 
representing the public, and seven representing enpjloyers. The public 
members arc chosen by the 14 other member'. All members serve for one 
year.*’ 

Another major gain in the field of labor was the establishment of protec- 
tive labor standards. Protective labor legislation, which had been suspended 
during the war, -n as reinstated. On IMarch 13, 1946, the ilinistry of Health 
and Welfare completed the restoration of pre-war labor standards by issuing 
an ordinance effective April 1, 1946, repealing all wartime ‘‘ exception regula- 
tions ” affecting work in the mines. The restoration of pre-war standards 
was not thought to be sufficient, however, and a new Labor Standards Law. 
became effective September 1, 1947.*** A basic eight-hour day, 48-hour 
week is required. A 25 percent premium for ovei'timc and night work is 
mandatory. When tlie workday exceed.' six hours, a 45-minute lunch or rest 
period must be provided. Fcudalistic labor practices and forced labor are 
prohibited. Wages must be paid directly to workers in full and in cash. 
Minimum wages arc to be set for each industry by a labor-management 

^'For fiu'thcr details sec “Economic Laws (3)--I.abor Relations Adjustment,” 
Onenial BconomiU, November 16, 1946, pp. 762-64. 

Official Goalie, English Edition, No. 303, April 1947. See also “Labor Standards 
Law Now in Complete Force,” ilainiehi, November 1, 1947; and “Outline of Labor 
Standards Law%” Aao/tt Shiinbitn, March 6, 1947. A revised Seaman's Law, raising pro- 
tective standards for seamen to a level at least as high as standai'ds prescribed by the 
ILO in 1936, was iias.'cd by the Diet on March 27. 1947. 
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committee. Employment contvacts for more than one year are prohibited. 
Wages, working hours and other details must be clearly set forth in such 
contracts. Equal pay tor equal work is prescribed. Prohibition of juvenile 
labor under fifteen, with certain exceptions, and protective standards for 
women and young workers are provided. Thirty days’ notice or thirty days’ 
pay must be given in ease of discharge. If properly enforced the statute 
will work a real gain for labor.*’ Simultaneously, a Workmen’s Compensa- 
tion Insurance Law was passed, containing provisions similar to those found 
in the United Stateg^^’'^ 

An Employment Security Bill wa= approved by the Diet on September 
30, 1947, to become effeetive on December 1. 1947. It replaced the Employ- 
ment Exchange Law of 1938 and provided for a system of free public em- 
ployment exchanges, for governnient—ponsored vocational guidance and 
vocational training in connection with the exchanges, and for the prohibi- 
tion or control of various types of non-government recruiting and labor- 
supply activities. The Employment Security Bureau of the new Labor 
Ministry immediately started a training school for prcfectural and local 
officials in such matters as interviewing, referral, vocational training and 
labor-market analysis. Under the terms of the Employment Security Law, 
the Mini-try of Labor on February 7. 1948, issued an ordinance aimed at 
outlawing feudalistic labor bosses. The ordinance defines an operator of 
an illegal labor-supply project as " any person or agency who supplies work- 
ers to anotlier, whether or not a contract i* known to exist, unless that per- 
son; (1) takes full financial and legal rc-ponsibility as an entrepreneur for 
completion of the particular project; (2l performs on-the-job supervision of 
the laborers; (3j as-umes full legal obligation as an employer with respect 
to workers; and 141 proA'idc- nccc-'-ary machinery, equipment (excluding 
simple tool'), materials or iicce—nry planning and techniques. Labor con- 
tractors unable to meet these requirements are prohibited from contracting 
for hiring of labor. Obviously this ordinance, even more than other labor 
measures, depends for its meaning wholly upon the degree of enforcement.*” 

Again modeled along American practice, Unemployment Allowance and 
Unemployment Insurance Laws nere enacted on November 21, 1947, de- 
signed to cut the ground from under the prevailing paternalistic relationship 
between Japanese employer and worker, by making the worker look to the 

*’ Full cnfoicement did not get under nay iintd May 1, 194S. See “Complete En- 
forcement of Labor Standai-d' Law Effective May 1,” Nihon Keizai, April 30, 1948; and 
“Labor Standards Law Create* I'nexpecicd TiTOible*,” Tokyo Shimbun, .April 25, 1948. 

*®See Suiimaiion Xo 18, Maieh 1947, pp. 169-74, tor furlher details. Also, “The 
Labor Standards Law and the Position of Women,” Miyako Shimbun, Kyoto, August 
21, 1947 ; “ Standard Labor Law.” Orienlal Economist, April 19, 1947, pp. 300-01 ; also 
“Scientific Observation of Labor Standards Law,” by Imai, Katsumi, in Kagaku To 
Gijulsu, December 1947. 

*”See Summation No. 29. Fchniary 1948, p. 183. 
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State rathei' than to the employer for support. It had been customary for 
employers to retain workers on the job even though they were not needed, 
or to discharge them with separation allowances, resulting either in inefficient 
utilization of manpower, or a financial burden which has become increas- 
ingly heavy with the progress of inflation. The Unemployment Allowance 
Law was an interim measure financed entirely by the government, to operate 
for six months until May 1, 1948, when sufficient funds were expected to 
have been accumulated under the Unemployment Insurance Law to allow 
it to come into operation. Administration is through the local public em- 
ployment security offices under the Employment Security Bureau of the 
Ministry of Labor. Coverage includes all concerns employing five or more 
workers engaged in manufacturing, transportation, communications, com- 
merce, trade, finance, etc. Major exclusions are workers in agiiculture. con- 
struction and forestry. Government, which provides equivalent benefits 
from other sources, is also excluded. Employees not under the compulsory 
provisions may apply for voluntary coverage, and if more than half of the 
workers involved elect to be covered, the employers are required to obtain 
coverage. Unemployment insurance benefits, paid on a weekly basis, are 60 
percent of the workers’ wages for workers whose wages fall within specified 
levels; between 61 and 80 percent for workers whose wages fall below; and 
between 40 and 59 for wages above the set level. Jlaximum duration for 
the unemployment insurance benefit is six months; for the allowance it was 
four months. Waiting period is one week for the insurance; it was one 
month for the allowance. The entire cost of the unemployment allowance 
was borne by the government. The cost of the insurance i» borne jointly by 
the government, employers and employees. The government pays the cost 
of administration and one-third of the cost of the benefits, while covered 
employers and insured workere each pay a monthly premium fixed tempor- 
arily at the rate of 1.1 percent of the wage^:. There arc the usual disquali- 
fications and appeals machinery.™ 

Obviously much has been done to make amends to labor for its nine war- 
time years of suppression. AYhether these gains will survive the occupation 
depend-!, of course, upon which economic group dominates the government 
later. That the American pattern of a labor movement apart from political 
parties is difficult for the Japanese to understand has already become appar- 
ent, and it is probable that the English labor-party pattern would have been 
a better fit. The labor scene shifts rapidly, however, l^islatioji can be 
changed with ense.^^ and it is probable that when the occupation ends, labor 

For fiiitlipv ilotnih and evaluaiion by tJ.S. experts, see “Report of the Social 
Securitj’ Mission lo Japan,” Department of the Aiinj*, Washington, D.C., July 25, 1948, 
164 pp. 

Changes have already been proposed. See " Proposed Revisions of Labor Laws 
Outlined,” Mainichi, Tokyo. March 10. 1948; “Labor Minister Discloses Government 
Policy on Labor La>Y Revision,” Nihon Keitai, Fcbruaiy 6. 1948, and “ Labor Law Re- 
vision Problem, ” Kyoto, Kyoto, March 24. I94S. 
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and management in Ja'i'an, after an initial period of hostility, will find a 
common level, 

Laxd Befohm 

The Japanese liomeland is smaller than California in area and only six- 
teen percent of it is suitable for cultivation. Yet almost half of Japan’s 
eighty million (194S) people till the soil in an unsuccessful attempt to feed 
the nation. The consequence is one of the most basic maladjustments in the 
economy. “ Too many people on too little land ” and “ many people on 
little land " have been catch-phrase characterizations. Since the average 
farm is so small (2.4 acres compared to 3 acres for China, 10 for Great 
Britain, 47 for the United States and 80 for Canada) historically it has 
been difficult to eke out a living and in the many periods of adversity more 
and more of the land came into the possession of landlords. Lack of em- 
ployment opportunities elsewhere kept the farmer on the land as a tenant.- 
In 1946, 70 percent of the farming population depended in some degree upon 
rented land^ The intense competition for land by the excessive number of 
farmers raised the price of land to a high figure and forced tenants to accept 
landlord terms, however extortionate. In 1938 an acre of good paddy field 
cost 2,620 yen (US$748) , and upland 1,680 yen (US$479) . By way of con- 
trast, in the United States an acre of good Iowa farm land cost about $80 
in 1938, while in more densely settled states, such as New York and New 
Jersey, it brought up to $130. The landlord in Japan required payment of 
rent in rice, lyhereas in 1940 the average yield of rice was 8.36 koku per 
acre, the average rent was 4.28 koku per acre. Thus the tenant paid some- 
what more than 50 percent of the yield to the landlord. 

In prosperous times the yen value of the rice which remained in the 
hands of the tenant was sufficient only to enable him to eke out the barest 
existence. In times of adversity, the combination of low prices and the small 
amount of rice left to the tenant, due both to the large percentage taken by 
the landlord and the small area cultivated by the tenant, threw the tenant 
into debt to the landlord, and rarely was he able to extricate himself. Thus 
tenancy verged on bondage. The resulting agrarian discontent was closely 
intertwined with militarist expansion plans. 

It was to this problem that one of the facets of SCAB energy was turned. 
A directive of December 9, 1945, called for the destruction of the “ economic 
bondage which has enslaved the Japanese farmer for centuries of feudal op- 
pression ” and ordered the Japanese government “to take measures to in- 
sure that those who till the soil of Japan shall have more opportunity to 
enjoy the fruits of their labor.” Specifically, the Japanese governme nt 
was required to submit to SCAB by March 15, 1946, a program for rural 

Japan has the smallest cultivated land per capita of any Far Eastern country. 
In acres, Japan has .21, China 1.26, India .77, Korea .47, the Philippines .61, etc. 

M -AG 602.6 (December 9. 1945) CIE " Rural Land Eeforai.” 
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reform.®^ The plan submitted proved to be unsatisfactory and it was not 
\[ntil July that an acceptable bill was introduced in the Diet. After con- 
tinued pressure from SCAP officials it finally became a law on October 21, 
1946.®® 

The program may be considered in four categories. The,fir^t defines the 
land subject to transfer. The second fi xes the price of the land and condi- 
tions of payment. The thirc Lis the administration of the land reform, and 
the fourth is concerned with the revision of tenancy practices. ^ 

Absentee landlords must sell all of their land to the government. Non- 
cultivating resident landlords may retain one cho (2.45 acres), on the aver- 
age, of tenant-cultivated land in Honshu, Kyushu and Shikoku, and four 
cho in Hokkaido. Anjihing above this amount must be sold to the govern- 
ment. The retention of one cho was permitted in order not to affect hun- 
dreds of thousands of little '• landlords.” Of more than two million persons 
owning less than five tan (10 fon = l cho). =lightly more than one-third 
are “ landlords ” who rent out one or two tan (1 ten = .245 acres). Farm- 
ers who cultivate their own land are not allowerl to own more than three 
cho in Honshu, Kyushu and Shikoku, or more than 12 cho in Hokkaido. 
Land in excess of three cho is to be purchased by the government unless the 
owner-cultivator can cultivate the excess land without use of hired labor, 
or if subdivision of his holdings, in the opinion of the Land Commission, 
would reduce its productivity. The three-cho limit has been criticized on 
the ground that it perpetuates the small farm in Japan and thereby limits 
the farmer to a mere subsistence Ihmlihood. A larger farm would provide a 
more reasonable living, it is argued. In 1946, however, farms of three cho 
or more in Japan numbered 127,823, or 2.3 percent of the total of 5,697,948 
farms, and of these 110,000 were in Hokkaido, where the limit is 12 cho, not 
3. Thus there were in Japan in 1946 only about 18.000 fanns affected by 
the three-cho limit and many of these were exempt under the two exceptions 
mentioned earlier.®'* 


®* There were a niiinijcr ol proliininari' steps and one wholly inadequate law was 
actuall}' passed on Decenilx'r 29. 1945. It was not considered as complying with the 
SCAP directive ami wa- therefore disregarded. For details sec Nippon Sangyo Keized, 
December 7, 1945, and Toh'iio Shimbim, December 17, 1945. Two excellent accounts in 
English are “ The Promise of -Agricultural Reform in Japan,” by W. M. Gilmnrtin and 
W. I. Ladejinsky. Forciqn Ajjairs, January 194S. and ‘‘Land Reform in Japan," by 
Andrew J. Grad, in Pacific Affahn, June 1948 

®® Actually there were two measures: Special Mea«tire for the Establishment of 
Owner-Farmers (Ji^akiino Jo=etsu Tokubelsu STochi Hoau) and Rerision of the 1938 
Agricultural Land Ailju-tment Law (Xochi Chosei Ho ICaisei Horitsiion). See “Com- 
ments on the Land Reform Bill.” Tokyo Shimbnn, July 11, 1946. Also Yormuri Skim- 
bun, July 10, 1946 and Asaki Shimbtin, July S. 1946. Text may be found in Official 
Gazette, No. 168. October 21, 1946. 

®® Grad notes: '■ In the 1J.S. the average size ol farms in 1940 was 63 acres (including 
fallow land). If the average size of Japanese farms were 63 acres, there would be enough 
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It has been estimated that the total amount of land to be purchased by 
the government, under these circumstances, is slightly more than two mil- 
lion cho, leaving 600,000 c/io which will continue to be leased under the “ one 
cho exemption.”^' Such purchases are to be completed by December 31, 
1948. The original 1945 law had allowed five years for completion of ptir- 
chases but SOAP insisted that the program be completed in a shorter period 
(two years) so that the reform might be accomplished under the occupation 
rather than left to an uncertain fate under a post- treaty Japanese govern- 
ment. 

The law provided th at the govemment was to purchase the land and re- 
sell it to the tenant. There was to be no direct landlord-tenant negotiation 
because in the past this had always been too one-sided an affair, with the 
landlord enforcing his will. Tenants are to pay the government 757 yen per 
tan of paddy and 446 yen per tan of upland fields, while the landlords re- 
ceive 978 and 577 yen respectively, the difference being paid by the govern- 
ment as a subsidy. The government subsidy is payable on only the first 
three cho of any one person'- land. Due to the inflation, government pur- 
chases of land in 1947 and 1948 were tantamount to confiscation. It may 
be recalled that under the Ge neral ^Mo bilization Law. the government, in 
September 1939, had frozen the pnees of various cominodities, including 
land, at the level prevailing on September 18, 1939. This was the only legal 
price for land and while unofficial (black market) transactions in land had 
been carried on at far higher levels, the government could hardly do other 
than recognize its own enactment. Thus the government nrice to the I nnd- 
lorijEaa..tliaUe^l]y fixed back in 1939. As a result, the landlord now'icL 
ceives for his land only seven percent of the value of the crop grown on it in 
one season.'^® Even this may be wiped out in view of the growing inflation 
and the fact that the government pays for the land not in cash but in 
bonda. °° ~ 

land for only 235.000 fnvnif. not for 5,697,948 (the 1946 lolal). tVliat would be done 
with the millions of ownei-ciiUitafors thus deprived of their land? For this and other 
reasons it is doubtful that Japano-e ajoicultural policy will favor the cslablishnicnl of 
large farms in the forc-ocable future." “Land Beform in Jat>nn," op. cil., p. 127. 

Japanese Land Jiejurm Piuijiam, Rural Land Dhisioii, Mini-liy of AgricuUnre 
and Forcstiy, Tokyo. July 17. 1947. p. 3. ' 

St The average yield of one tan of paddy is 22 1co/;m of rice. During the first half 
of 1948 the price of rice per biUu wa, officially 1.750 yen, 8,000 yen on the village black 
market, and up to 20,000 yon in the urban black market. On the average, a fanner sur- 
renders one koku of riie per Ian to Uic government at the official price of 1,750 yen. If 
he sells the remaining 1.2 hukti at tlu' village black-market priio. receiving 9,600 yen 
for it, his total receipts from 2.2 koku of rice would total 11350 yen. In selling this .same 
tan of paddy the big landlord receives only 757 ygn, or 7 percent of the value of the 
crop taken from it. Before the war, the value of land ranged from 800 to 1,000 percent 
of the value of the crop. 

The valuadon of laud on the basis of the 1939 freeze, however, worked in favor of 
the landlord, m the ca.'o of the capital leiT- With property assessed at 1939 valuations 
the proceeds of the sale of a few personal articles in the black market would pay the tax. 



THE ECONOMY ESDER OCCUPATION 


445 


The tenant farmer engaged in cultivating this land has first option -to , 
purchase it. Since the reform was debated for some six months before the 
final laws were adopted, many landlords evicted their tenants in order to 
recover their land either to cultivate or to sell it. The law took cognizance 
of this, however, and provided that ownei'sliip of land should be taken as of 
November 23, 1945, the date on which Japanc'C newspapers had first re- 
ported the Cabinet's decision to institute land reform. Thus the former ten- 
ant was protected even if the landlord had regained his land. A tenant pur- 
chasing land from the government may pay the u hole amount or only part. 
The remainder or the whole may be paid in annual installments over a 
period o f 30 years at an interest rate of 3.2 pereent. Current high prices 
have enabled many tenants to pay off in one or two annual installments. 
On the other hand, some, convinced that inflation is going to get worse, have 
refrained from paying since, a*- currency depreciates and the price of rice 
ris?s. it will require Ic-s and lc«- rice to purchase the land.®,^ Contrariwise, 
in the event of a serious di-op in prices, provision is made in the law for the 
gove^ment to permit adill^tment of payments so that they will never ex- 
ceed an amount which, when added to fa.xcs and other financial obligations 
of land ownership, is equal to one-third of the eash value of the annual crop. 
In addition, when circum-tance' so warrant, the government may either re- 
duce or altogether exempt the annual installments. The law forbids sales 
by the tenants of land acquired under the program except through the 
agency of, and on terms 'tipulatcd by, the government. 

The administration of the land refor m_pro gram is in thcjiands of a series 
o f commrssion'^. . ‘f ljcre aie three levels. The~ K)cal~Cana TkMBnsrions, 
composed of five tenants, three landlords, two owner-cultivators elected by 
the groups they repre-ent, and three ' * learned and PY ppripnr(;ri ” persons, 
designate the actual plots in each village which are to be purchased and de- 
cide who is then legally entitled to buy the land from the government. The 
Prefectural Land Commi='ion=, which hear appeals from and may overrule 
'Local Land C^toi'sioiw, are compo'^cd of ten tenants, six landlords and 
four owner-cultivators, elected by their respective representatives on the 
l ocal commissions, and from five to ten persons appointed “ by the compe- 
tent Minister from among learned and raperienced persons.” The G overn or 
of the Prefecture i s the Chairman. The ~bentraI-Land Conimissioi fy the 
policy-making body, is composed of 22 members, eight tenants,' eight land- 
lords, two representatives of national farm associations and four university 
professors. The tenant and landlord members are elected by their respeo- 

7 — 

00 See ‘'Farm Land Eetorm Progiam,” KiUi Nippon Shimbun (Toyama), April 9 


1947. 
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tive groups in the Prcfectural Commissions. The Chairman of the Central 
Commission is the ilinister of Commerce and Agriculture.“^ 

The Local Commissions \Yere elected late in 1946, the Prcfectural pom- 
missions by February 1947 and the first land purchtise was made on March 
31, 1947. At first the program was severely criticized because steady pur- 
chases were not accompanied by an equal volume gf sales to tenants. The 
oificial explanation for this was that distribution was slowed by the neces- 
sity for consolidating scattered plots to make a workable economic unit of 
land. It was stated that in order to accomplish maximum consolidation 
without disturbing cultivation, since the food supply was desperately needed, 
acquisition was the first order of business with resale to come later after 
consolidation. IVhile it is true that the cultivated land of Japan is divided 
into millions of little plots, with eacli farmer cultivating a number of scat- 
tered holdings, it is also true that landlord stalling tactics slowed resales for 
a time. While some landlord resistance was to be expected, by and lajge 
it was far less than anticipated.*® By July 1948, t he Ministry of Agricul- 
tuie and Forestry announced, 1,750 ,000 cho had beelTpurchased ana 
000 cho resold tolcasiIB. JFnv addltjan.'?! piirch!iscs jrere se}iedii}^~fof 
October 2 and December 2 to eomplcte the aequisition pha.=e but land would 
continue to be sold regularly until it was entirely liquidated. 

Even when the reform is completed it is anticipated that some 600,000 
cho, or roughly 10 percent of the cultivated area of Japan, will still be 
farmed by tenants. The conditions of tenancy arc now regulated, however, 
by the Agricultural Land Adjustment Law. Payment of rent in kind is for- 
bidden. Rents may not exceed 25 percent of the value of the crop of paddy 
land or 15 percent of the value of the produce of dry fields. The old prac- 
tice of n^e verbal agreements terminable at short notice is outlawed. 
Leases must be in writing for a fixed terra. Remuneration must be paid for 
immovable improvements in the event that the lease is not renewed. Thus 
an at tempt i s being made to improv e the conditions of tenanc y at the same 
time that the~ma.io ri tY ol tenants arc being re -established as peasant 
proprietor s. Admirable as Ss refoha is, if its benefits oujjfst the occupa- 
tion, the basic pro blem of Japanese aericulturg-^'tt nn ait ifm nennlp on too 
little land "-—remains . Japan in the> aai-R*iTn5 WW?T3y ahpnri fnnnrl wOO 
the problem of rural unemployment. Incomes will still be limited by the 
small size of individual farms. Fanners will continue to depend on part- 

“iSce “Refonning Our Fainiland," by Mizutani, Chijzabuvo, in Contemporary 
Japan, Tokyo, January-April 1946. Vo!. XV, Nos. 1-4, pp. 87-99, and his " Readjusting 
Our Farmland Rcfoim,” in the =arac journal, Janiiaiy-Mafcli 1947 Vol, XVI Nos. 1-3 
pp. 1 - 10 . 

•2 See, tor example, " Farmland Reform Lags,” Oriental Economist, May 31, 1947. 
Also “ Sale of Released Farmland Slow,” in Seiji, April 24, lf| 48 , 

•4 This was the oonclusion of W. I. Ladejinsky, after si tour through Niigata Prefec- 
ture, Japan’s rice bowl and reportedly most feudalistic section. 
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time employment in othei' industries. Furthermore, one group of experts 
believes that the reform will not result in inereased production. The effect 
of the agrarian reform on the food supply of Japan would be vastly different 
were reform to mean additional acreage under cultivation. This is not pos- 
sible, and a significantly greater agricultural output cannot be expected as 
a result of agrarian reform.”' 

The Trend of the Economy 

In the three years under the occupation two basic but divergent trends 
have been paramount. A hare-and-tortoisc race has been in progress be- 
tween a mounting inflation on one hand and a slow revival of industrial ac- 
tivity on the other. The two arc, of course, in effect tied together. Inflation 
has retarded industrial recovery while tlie dearth of output in the face of 
mounting monetary claims to goods has only accentuated the price spiral.®® 

While most of the Far East has been subjected to this postwar economic 
dislocation, the evident and foreseeable impact in Japan might have been 
contained and mitigated by a wise and effective exercise of basic economic 
controls over prices, wages, government expenditure^, bank credit, supplies, 
etc. '11)0 vciy gi'caf and' absolute cenfrafization of authority in the Occupa- 
tion of Japan and its sponsorship of a scries of admirable basic reforms 
might have led one to expect equal aptitude in the field of economic stabil- 
ization. But the early reluctance of SCAP to intciTCne in this area, and the 
incompetence of successive Japanese cabinets, produced an administrative 
fumbling which, if anything, accentuated the dislocations and impaired re- 
covery efforts provided in other fields by factors such as food and raw mate- 
rial imports. That the tortoise will win in the long run is quite clear, in 
that controls have been effective to the extent of preventing a runaway in- 
flation, such as in China; nevertheless, the race is being unduly and un- 
necessarily prolonged. 

Inflation 

Although statisticians attached to Allied Headquarters (SCAP) measure 
consumer prices by means of an index h aving Aug ust 1946-lSIarch 1947 as a 
base, thereby outwardly minimizing price increases, other indices are avail- 
able which point up the trend in more realistic fashion. The Tokyo Cham- 
ber of Commerce and Industry suiwey of legal retail prices in Tokyo, with 
1930 as 100, stood at 13,009 in July 1948. In the three years between the 
end of July 1945 and July 1948 the index had risen 12,705 points. The 

Oitlluok lor Jupaneae AgncuUMre, Preliminatj' Study Xo. 25 Natural Resources 
Section, SCAP-GHQ, Tokj'o, May 6, 1948, p. 8. 

«=The Tokyo Timm stated; "However, the opinion ha% gained ground within the 
goveniment that the selieme to check inflation by means of increasing production should 
be changed into one for increasing production by means ot checking inflation ” July 
9. 1948. 
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Chamber’s index of free and black-market prices in Tokyo, haA-ing Novem- 
ber 1945 as a base, stood at 638 at the end of July 1948. The Bank of 
Japan surA’ey of Tokyo wholesale prices (1933 = 100) rose from 584 in 1945 
to 14,049 in July 1948. Its survey of Tokyo free- and black-market prices 
(September 1945 = 100) rose to 785 by the end of July 1948. Its index of 
black-market prices of producers’ goods (August 1947 = 100) reached 481 
in July 1948. Other indices could be cited. The trend is clear.®*’ 

The causes of the inflation, though numerous, are equally apparent. For 
eight years there has been a very seA'ere shortage of consumer goods. For 
three years industrial production has been Avholly inadequate, imports of 
industrial raw materials insufficient, price control inefficient, wage control 
lacking. Finally, goA-ernment expenditures liaA’e consistently exceeded reve- 
nues, resulting in a sharp increase in Bank of Japan notes in circulation. 
This has resulted in a shaip increase in the money supply as may be seen in 
Table 72. 


TABLE 72 

ToT.il Mo.NEV SlTPLV— J.4P.AJ), DeCEMBE* 1945-M.AB( II 19iS 
(in million yen} 


Date 

( 'iirrencg “ 

Total Adjusted 

Toinliioney 

Percent 

Deposiii ^ 

Supply 

Increase 

Dec. 1945 

on 

217 

272 


Mar. 1946 

23* 

286 

309 

ii 

Mar. 1947 

115 

275 

390 

26 

Mar. 1948 

220 

426 

646 

67 


* After currency convereion. 

‘Note issue of Bank of Japan. 

Total adjusted deposits of all banks in Japan, Bank of Japan, Deposit Bureau of 
Ministry of Finance, agricultural a-‘^aciations, credit cooperatives and mulual loan com- 
panies. 

Source; A'inyii Tokei Gippo (Financial Stati-lics Monthly), Bank of Japan, Tokyo, 
July 1948. 

The spiral which gripped Japan during the first three years of the occu- 
pation was characterized by a complex of interwoven reactions of prices, 
wages, fiscal policy, credit extension, etc. Stated in theoretic terms, spiral- 
ing prices, due to an inadequate supply of raw materials and consumer 
goods, excess purchasing power, etc. tend to make the cost of living outrun 
the wage level at any given time. The resultant pressure for higher wages, 
made possible by the new strength of the unions, the real economic basis for 
their demands, and the weakness and diaorganization of management caused 
a higher wage level than the one upon which the government based its calcu- 
lation in the prior fixing of official prices. The impact of the higher wages 
may be traced in two channels. 

The increase in industrial costs in the face of fixed official prices forced a 
firm either to diA’ert its output in whole or in part to the black market in 

®®See also Fluctuation of Commodity Prices, Wages and Cost oj Living During 
1947, compiled by Research Section, Office of the Director-General, Economic Stabiliza- 
tion Board, Tokyo, February 22, 1948, especially p. 10. 
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order to realize a profit, or, if it sold in legitimate markets at official prices, 
to incur a deficit nhicli could only be made good by a government subsidy 
or by a deficit-covering bank loan to replenish depleted working capital. 
Since the commercial banks, from early 1947 on, were limited in lending 
scope and also have been reluctant to grant deficit-covering loans, the bur- 
den has fallen largely on the government's Reconstruction h'inance Bank, 
which was created to finance capital ct|uipment replacement or expansion, 
but because of the pressure to grant working capital loans, has become a 
prime vehicle of inflation. The Bank’s cajjital as a consequence has been 
constantly enlarged and its borrowings from the Bank of Japan have also 
increased materially. Its debentures have been absorbed largely by the 
Bank of Japan and, thus, in effect, government-created funds have been 
funneled via the Reconstruction Finance Bank to finance industrial deficits. 
While the fiction of a loan is maintained, the bulk of loans have not been 
repaid. Thus in order to maintain the illusion of effectively-pegged official 
prices, the government has been, either by direct subsidy, or indirectly via 
Reconstruction Finance Bank loans, paying that part of a firm’s final selling 
price which it has not obtained from the public. This procedure has now 
been formalized in budget provision for both price subsidies and Reconstruc- 
tion Finance Bank funds, but since the government calculation is always 
based on meeting the known deficit between costs and official prices at the 
time of budget making and since subsequent mounting costs always mean a 
larger-than-caleulatod deficit, the budget is always unbalanced. 

The second channel, through which the pressure for higher wages, re- 
sultant from higher costs of living, has brought further inflation is the direct 
impact on the budget by reason of the largo number of government em- 
ployees and their income requirements. Xot once during the three years of 
the occupation has the government calculation of it® wage bill, upon which 
both its budget estimate and its price level determination are based, held 
fast. Concessions to legitimate economic demands for higher w'ages have 
in each year unbalanced th.c budget, requiring large .supplementary appro- 
priations. Unaccompanied by offsetting tax levies the supplementary bud- 
gets have been financed by the sale of bonds princi])ally to the Bank of 
Japan thereby further increasing and monetizing the government debt. The 
level of taxes has constantly lagged behind the volume of expenditures and 
the Japanese government for the past three years has been creating and 
putting into circulation far more money than it has been withdrawing.®' 

This theoretic analysis can be clothed in economic fact. The Japanese 
government’s unbroken line of budget deficits since 1931 has not been dis- 
turbed in the post-war period. The deliberate perpetuation of this policy 

“■ See Nihon Zakei Ron; Koiai Hen, by Ouchi, Hyoye, Tokyo, Kaizosha, 1947, espe- 
cially Chapter 3. and Mimpo Kaisci to Kinyu Oyojin, by Inoue, Katsuma, Tokyo, 
Kuuitachi Shoin, 194S. 
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in the early period of the occupation by Tanzan Ishibashi, Finaiicc Minister 
in the first Yoshida government."'’ helped to fasten a complex of economic 
and political circumstances upon .sub'Cf|ucnt cabinets, making a reversal of 
policy both economically difficult and political!}' dangerous. The budget 
deficit for the fiscal year ending March 31, 1946, has been estimated at 76 
billion yen, while the increase in note issue during the fiscal year totaled 44 
billion yen.®" In the following fiscal year the cash deficit totaled 65 billion 
yen while the note issue rose 92 billion j’cn. For the fiscal year ending 
March 31. 1948, the deficit was approximately 102 billion yen’" while the 
note issue increased 103 billion yen. Formulation of the 1948-49 budget was 
delayed until July (1948), some three months after the beginning of the 
fiscal year to which it applied, during which time a deficit of 20 billion yen 
was incurred. As finally pas-ed. the budget provided for expenditures of 
414 billion yen in the general accounts and over one trillion yen in the spe- 
cial accounts, bringing the total to approximately 1.5 trillion, the largest and 
probably the least balanced budget in Japanese history. Reaction of the 
Japanese press was almost unanimously disappi-oving, mainly on the ground 
that the budget was not really balanced and that the government was just 
paying lip service to sound finance while failing to live up to any of its pre- 
cepts.” A study of the budget and the various Japanese commentaries on 
it lead to the conclucion that the deficit for the present (1948-491 fiscal year 
will approximate 166 billion yen. 

Ishiba-hi's view, in eseence, i« conlaine<l in the following quotation; “The ad- 
vance of commodity piicea ia caused more by the decrease of commodities than by the 
expansion of currency. Tliereforc relief muat be sought more in the increa-sc of goods 
than in curtailing the amount of curiency. and for that rca.«on an expansion policy be- 
comes more nece.-rary than lelienchmcnt." "Danger of Retrenchment Policy," in 
Zaiscij Tokyo, Dcccinbcr 10to- 

®"Note issue calculated to the beginning of March 1946, since currency conversion 
occurred on March 2-9, 1946. 

’"Includes a slated deficit of 67 billion yen and a concealed deficit of 35 billion yen 
resulting from obligations incurred upon wliieh payment was postponed. The New 
V ork Times of April 13, 1948, declared ; “ Occupation authorities estimate that the 
Finance Ministiy has delayed a settlement of perhaps 35,000,000,000 yen on its outstand- 
ing accounts.” The Ofiental Economist declares; “The exact amount in arrears has 
never been announced. .8ome conjectures place it at 30 billion, others at 50 billion yen.” 
July 10, 1948, Tokyo, p. 556. 

”See “Sound Finance Xot Likely,” Xition Keisni, Tokyo, July 5, 1948; “Collapse 
of Government Economic Pi-ograin Predicted,” Dai Ichi, Tokyo, June 28, 1948; “1948 
Budget Analyzed," Tokyo Mimpo, June 25. 1948; “Doubtful Points of Revised Budget,” 
Mainichi, Tokyo, June 25, 1948. The Oriental Economist declared; “Moreover it is 
already clear that the main budget alone will not suffice for this fiscal year, principally 
because the labor and personnel costs as used in making the original estimates were 
set too low . . . we should not be far off in saying that expenditures will far exceed 
revenues. ... In the Special Accounts, deficits aggregatirrg 72,800 million yen are 
already foreseen. Al.-o. Economic Outlook, Tokyo, August 7, 1948, p. 640. 
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The intimate relationship between Japanese government deficits and 
central bank credit expansion may be seen from the following demonstra- 
tion; 


Total Governmknt Budget Deficits 


April 1, 1946-March 31, 1947 65 billion yen 

April 1, 1947-March 31. 1948 102 billion yen 

April 1, 1948-Jime 30. 1948 20 billion yen 

Tot.al 1S7 billion yen 


Bank of Jipan Assets Investments in Xational Government 


(In billion yen) 

Asoj Total Seettrilies Aihmircs RFB Bonds 

March 31. 1946 13.3 = 3j0 10.3 

June 30,1948 2nOA = ^ 7^ ^ 

Net Increase 187.6 = 748 613 515 


The 187 billion yen total government deficit over the two and a quarter 
year period was exactly reflected in a parallel increase in the assets of the 
Bank of Japan. Thus, of the 207 billion 3 ’cn increase in the note issue over 
this period, the government fiscal policy was responsible for 90 percent. 
Over the three years of the occupation (August 1945-August 1948) note 
issue rose 211 billion yen or 703 percent.’’ The trend of the national debt 
approximates the growth of the note issue and the goverament deficit. Debt 
I’osc 64 billion yen in the fiscal year ending Alarch 31, 1947, compared to the 
65 billion yen deficit. In the fiscal year ending hlarch 31, 1948, the debt in- 
creased 95 billion yen against the deficit of 102 billion yen. Over the three 
years of the occupation the national debt rose 227 billion yen, or 130 percent. 

The adequacy of the Japanese tax system, in spite of recent attempted 
reform, has been the subject of debate. In 1945-46 tax revenues were 16 
percent of budget appropriations, in 1946-47 only 11 percent, in 1947-48 
24 percent, while the budget for 1948-49 indicates a ratio of 22 percent.’* 
Generally speaking, the Japanese have held that the tax burden is excessive. 
The Taxation Adviser to the occupation lia^ publicly held ” that the impact 
is equitable, whereas economists in SCAP’s Research and Statistics Division 
have held that the Japanese are being taxed too lightly. 

’’.Source is Kinvii Tolici Geppo (Financiul Statistics Monthly), Bank of Japan, 
Tokyo, August 1948. 

’3 Without adjustment for currency convulsion of March 1946 which temporarily 
reduced note issue from 62 billion to 15 billion yen. By November 1, 1948, the note 
issue had risen to more than 280 billion yen. 

’* Sec “ 1948 Budget,” in Oriental Economist, July 31, 1948, pp. 619-22. Tax reve- 
nues do not include profits from government monopolies or income from state enter- 
prises. 

” See “ Taxation Reform in Occupied Japan," by Heni-y Shavell, in National Tax 
Journal, Vol. 1, No. 2, June 1948. 
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The Japanese contention is generally lia-ed on an analv'i* of the burden 
on the lower income sroups. anil where it is limited to thi'. apiiears to be 
valid. Where, however, the contention extends to the overall volume of 
ta.xes in relation to national income, it i« quite clear that SC.\P'“ economists 
are correct. In it- second official ’V^Tiitc Paper on Economic Conditions in 
Japan, the Japane-e Economic Stabilization Board"" highlight' the “ grow- 
ing inequity in the incidence of the income tax." Pointing out that inflation 
has distorted the compo-ition of the national income, it indicate' that in the 
prewar period earned income averaged 40 percent and entrepreneurial in- 
come about 30 percent of total national income. Over tlie 1947-48 fi-cal 
year, however, it c-tiraatC' that the former ua- rcdiicerl to less than 30 per- 
cent while entieiiri-neuria! income h-i- ri'cn to more than 60 percent In the 
collection of ta.\e'. liowfvcr. the amount ot taxe- on earned income, collected 
at the 'ource fwithlieldl. reiire-rnted 131 percent of the goal for the fiscal 
year ending IMareli 31. 1948. wherea' the auioimt paid on entrepreneurial in- 
comes, based on self a='e"iiient by the taxpayer, was only 78 percent of the 
estimated goal, which was. it'clf. held to be underestimated. Thus. ta\c= 
have been collected iiio-t efficiently from tlio-e least able to pay. .\ furtlier 
indication of thi- inequity i' the fact that it has been nece'sary to raise the 
minimum exemption- of the income tax on 'cveral occa«ion«, becau'e the 
progress of inflation has thiown low income group= into nominally upper 
income brackets “ Por example, during tlie first half of 1948 the tax rate 
on an annual income of 50.000 yen wa- 30 percent. Yet this represented a 
montlily income of only about 4.000 yen before taxes, and in view of the fact 
that required family expenditurt- in June 1948 readied a level of 7,758 yen 
per month, of which 63 percent went i<)r food, it is apparent that the tax 
rate was burtlen'Ome.'^ .\n additional legresssive measure has been intro- 
duced into the tax 'j'-tera with the e-tablislinicnt of the transactions ta.x, or 
nationwide sales tax. now levied at the rate of one percent, but likely to be 
increased as the government i- forced to rai'c additional revenue. Increases 
in tax and profit margins on government liquoi and tobacco monopolies have 
also hit low income groups proportionately more severely. On the other 
hand, the tax on ow ners of real piopcrty has been allowed virtually to dry 
up since assessment upon the basis of 1938-39 valuations is wholly out of 
line with present inflated land values. The yield of this tax in the fiscal year 
ending March 31, 1948. was negligible. 


■®Sec Summatim oj yon-MiVilBry ArtnUie', m Japm, Vol. 32, May 194S Tokyo. 
p.64. 

See “ The Income Tax Problem.’’ Shiinbun, Tokyo, January 27, 1948 ; al^o 
" Drastic Revision of Tax System,” Nihon Keiud, Tokyo, December 11, 1946; “ Reform 
of Tax System Needed ” Tomiuti Shimbun, Tokyo, April 9, 1948. 

'ii Japanese Economic Statislics, Research and Programs Division, SCAP-GHQ. Bul- 
letin No. 23, Tokj-o, July 1948, p. 66. 
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That, on an overall basis, the Japanese tax yield is neither commensurate 
n'ith overall ability to pay nor n-ith the need of withdi'awing surplus funds 
from the narikin is elear from several facts. For the 1947-48 fiscal year, 
the Finance Jlinistry, in making the tax forecast calculations, imderesti- 
maled the level of national income payments to the public, by two-thirds. 
As a result the income taxes collected during fiscal 1947-48 absorbed only 
9 percent of actual national income payments, instead of the announced 16 
percent. In the case of wages and salaries, the income c^'Uinate on which the 
budget tax figures were calculated was less than half of the final total for 
the year, while the net income of business proprietors, the largest single com- 
ponent of the national income, was estimated at only one-quarter of the 
actual total for the year. The inadequacies of a tax based ujion such errone- 
ous calculations arc apparent. 

SCAP’s Taxation Adviser estimated that all taxes (including profits of 
government monopolies) in Japan in fiscal 1947-48 amounted to 20.3 percent 
of the estimated national income, while the Japanese government has an- 
nounced that all taxes in fiscal 1948-49 will amount to 17 percent of esti- 
mated national income.'" In the United States, in 1947, all taxes were 24.7 
percent of gross national product."" Obviously, the Unitctl States with high 
in'oduction and a relative abundance of goods was taxing its population more 
heavily than was Japan. In a country where production was so low 1 50 per- 
cent of the 1930-34 level as of mid-1948) and the monetai’v means of pay- 
ment had so far outrun the supply of goods, sound fiseal policy would dic- 
tate a much more severe tax program especially upon the relatively un- 
touched “ new yen ” millionaires, black-market operators, fanners, contrac- 
tors, labor bosses, etc., all of whom have benefited enormously from the in- 
flation. It would seem that the productivity of the Japanese tax system is 
considerably less than is necessary for balancing the budget and is not in 
line with the economy's overall capacity to pay."^ 


I" Sec “Budget Is Iniiierfcctly Compiled,” in Chiika Kohisai, Osaka, July a, 1948. 
In all probability the estimate of national income (1.9 billion yen) for fiscal 1948-49 will 
again turn out to be much too low. 

""Taxes were S57.4 billion, gross national product S231.6 billion. It should be noted 
that U.S. national income was S30 billion lower (S202.5 billion) than IhS. gross national 
product. Since the valid comparison is taxes to gross national product and not to na- 
tional income, the comparison made almve is more favorable to Japan than would be 
(ho case if a Japanese gross national pradiict figure were available and the ratio used in 
eompju'ison wilh the U.S. figure had been Japanese taxes to Japanese gross national 
product. 

"t The Oyinital Eeonomiu declares: "There is no denying that taxation in Japan ie 
not paiticularly heavy. Inclusive of national and local taxes, the tax burden amounts 
to 28 pencnl of the national income in the United States and 35 percent in England 
while the ratio stands at only 22 percent in Japan. . . . .Apparently, the Japanese are 
not fully self-conscious of the ciivumstances under which Japan is struggling to extricate 
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Although a Ecries of SCAP (lirectives ordered the establiEhraent of vari- 
ous controls for economic stabilization, effective measures were not taken 
until the currency conversion program went into effect in February-AIarch 
1946. Among others, SCAPIX 47 of September 22, 1945, entitled “ Estab- 
lishment of Economic, Industrial and Commercial Controls," required the 
Japanese government to control wages and prices, establish consumer ration- 
ing, etc. SCAPIN' 359 of November 26. 1945. entitled “ Control on Issue of 
New Currency.” provided that the Japanese government might not print or 
issue currency without .SCAP's consent. SCAPIN 635 of January 21, 1946. 
entitletl " Reduction of Government Borrowing and Expenditure,” enunci- 
ated broad fiscal luinciples for the .lapanesc government to follow to avoid 
the inflationary effect of credit cxpan?ioii. It directed that government ex- 
penditures be reduced to an ejEcmial ininiinum, that deficits be financed to 
the fullest extent po-sible from cuiTont savings, that recourse to the Bank 
of Japan for financing government deficits be made only “ in last rewt.” 

During the period that these directives were being promulgated, note 
issue of the Bank of Japan rose from 30 to 60 billion yen while prices rose 
295 percent. Tiie currency conversion plan and accompanying proposals, 
envisaged a coordinated attack upon tlic inflationary factors. A currency 
conversion was to be carried out, deposits were to be frozen, war indemnities 
were to be taxed 100 percent, a capital levy was to be imposed, and an eco- 
nomic stabilization board was to be set up by the Japanese government, 
simultaneously, to administer allocation and other controls looking to the 
preservation of the gains which the aforementioned deflationary measures 
would bring about 

Ordinance No. 84 of 1946, " Deposit of Bank of Japan Notes." of Febru- 
ary 17. 1946, provided that Bank of Japan notes were to cease to be legal 
tender, except for purposes of deposit in financial institutions. Deposits 
were frozen, WithdrawaLs permitted were only; (1) 300 yen per month for 
head of family, plus 100 yen for each member for living expenses; (2l pay- 
ment of wages up to 500 yen per month; 13 1 necessary business e.xpenses and 
5,000 yen lump .sum withdrawal for " recon.struction.” In addition there 
were exceptions provided for wedding or funeral e,xpenses, medical or hos- 
pital bills, war victims, repatriate^, etc. Later, the 500 yen wage limit was 
increased by the Ja]jancse goveroment to 700 yen, then to 1,200 yen, and 
subsequently was lifted entirely. IVitli respect to the conversion it was 
provided tliat all Bank of Japan notes in denominations of 10 yen and larger 
were to be deposited between March 2-7, 1946, in financial institutions which 

herself from posl-war plight. Hence the present liigh rate of tax evasion.” August 14, 
1948, p. 660. See also " Trillions of Yen in Blaekmarket Profits," Toipo SIdmbtin, June 
17. 1948. 

®-For a more extended discussion see An Economic Program for Japan, bj’ Frank 
M. Tamagna, Tokyo, May 3, 1946, 111 pp, typewritten. In Mr. Tamagna’s files. Re- 
search Division, Boaid of Governors, Federal Reserve System, tVashington. D.C. 
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were directed to redeposlt them in the Bank of Japan by March 9, 1946. 
Each person was allowed to exchange 100 yen of old notes for an equivalent 
amount of new ones. 

Since the mechanics and details were left to the Japanese government, 
they were, in customary fashion, badly bungled.®® Furthermore, advance 
news of the conversion leaked and a number of Japanese converted their 
holdings into five-yen notes. As a result another ordinance had to be issued, 
requiring holders of five-yen notes to deposit them. It was planned to 
stamp each person’s ration card once he had converted his 100 yen but in 
areas where this was not carried out it was possible to go to a number of 
banks and convert 100 yen at each bank. Since two weeks were allowed to 
elapse between public notice and required conversion, a buying spree de- 
veloped.®* During the last few days, when stores were either refusing to sell 
goods or had raised prices to fantastic levels, people stood on street corners 
trying to sell their yen to passcrebj' for almost any tangible commodity. 
While prices fell after tlic conversion, which reduced the currency from 62 to 
15 billion yen and free bank deposits from 128 billion to 13 billion, the de- 
crease was only about half as much as the increase during the interim weeks. 

The currency conversion had no lasting influence. By September 1946, 
some six months later, the volume of new note issue wa^ at 64 billion yen, 
surpassing the preconi'crsion jicak. Lack of adequate controls was largely 
responsible. The capital leiy, which was to have accompanied the conver- 
sion, was not enacted until late in 1946. With payment ■= spread out over the 
following two years, the burden and effectiveness were greatly diminished as 
sharply rising prices and valuation on the basis of the old 1939 price freese 
made required payments small in relation to the real value of assets. For 
example, it was possible to sell a few household articles in the black market 
in 1947 and realize sufficient funds to pay the capital levy on five cho of 
land.®® The Economic Stabilization Board was not established until August 

83 For c.\aniple, after tlie conveirioD onlinanrcs hart been prink'd and distributed, it 
was discovered that the Bank of Japan would Ire unable to proiliiro sufficient new notes 
to meet the demand and SCAP officials had no dioice but to approve the use of 
“stamps” to be affixed to old aotes. Imperial Oixiinance 90 of Februaiy 19, 1946, pro- 
vided that old notes with the stamp attached would be considered the same as new 
notes and thus be legal tender. The stamps were casj' to counterfeit, and at first all 
were identical so one could validate a 100 yen note by removing a stamp from a 10 yen 
note. This was corrected later. Due to the shortage of new bank notes, stamped notes 
continued to ciieulate until November 20, 1946. when holders were required to exchange 
them for new-type notes. 

**The successful eonversion in Belgiiiiii wns announced on .Saturday noon, as in 
Japan, but became effective on Monday, not two weeks later as in Japan. See “ The 
Lesson of Belgium,” Oriental Economist, March 23. 1946, p. 176. 

®®See "What has Become of the Property Tax," Chapter S of Financial and Mone- 
tary Sitmtion in Postwar Japan, by Ouchi, Hyos'e, Nihon Taiheiyo Mondai Chosakai, 
Tokyo, 1948, pp. 35-36. 
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1946 and initial organizational problems prevented its effective operation, 
particularly in the allocation field until 1947. The 100 percent tax on war- 
time indemnities did not become effective until December 14, 1946, by which 
time veiT many claims had already been paid by the government. Basic- 
ally, however, the continued deficit financing by the government and the re- 
sultant wage-price spiral vitiated the effect of the currency conversion and 
deposit-freezing program of early 1946. 

After the currency reform, a system of official commodity prices for 
the postwar period was established and. based on living costs under these 
prices, a monthly wage of 500 yen wa> set for government employees, in 
whose case wage -tabilization was attempted. With management disorgan- 
ized, however, and labor free to a=sert itself for the first time in ten years, 
demands for increased wages by non-government workers, to meet the soar- 
ing cost of living, were presented and granted. Over the ensuing year wages 
of private employees rose steadily under the twin pressures of mounting 
living co=t5 and increased unionization.®'’ Prices began to rise sharply once 
again from November 1946 on and by April 1947 had increased by 59 per- 
cent. In .Tuly 1947 the government was forced to recognize the facts and to 
set a new wage level and a new serie-' oi maximum official commodity prices. 
The basic monthly pay of government employees was fixed at 1,800 yen. 
Price ceiling'! were set by multiplying by 65 tlie price averages for the period 
1934 to 1936; recommended wage- were to be approximately 30 times the 
pay level in the ba-e period. The reason for setting the pay level at 30 
times, as contra-ted with 65 times for commodity prices, was officially ex- 
plained by the Economic Stabilization Board as follows; " The average per 
capita output of an industrial worker today is at one half or one third of the 
average for the period selected as the standard. It is therefore consistent 
that commodity price- should be rai=cd at double the rate of increase in 
pay.” 

At the time tlic 1.800 yen monthly pay standard for government em- 
ployees was set, the Bureau of Statistics suiwcy of workers’ average wages 
indicated a figure of 1.847 yen, or 47 yen in excess of the government’s 
figure. By October 1947 thi- had ri-cn to 2,470 yen, whereupon the govern- 
ment workers demanded an increa-c, citing a Workers’ Household Budget 
Survey of the Tokyo Metropolitan Government which showed actual house- 

s®Froin lime to time SC.tP jiroddcd tlic Japanese government to take more firm 
anti-inflationarj' mca-uie.®. In a letter to Piemicr Yoshida, on March 22, 1947, General 
MacArlhur leitciated that tlic September 1945 direclive made the Japane'^c government 
lesponsible for maintaining a firm control over wages and prices. Indicating that these 
controls had not been effectively applied. General Mac.Arthur declared; "It is impera- 
tive that the Japanese government cany out this responsibility to the Japanese people. 
. . . Unlc.‘*s determined meas!ires are iindcriaken at once by the Japanese government, 
the inflationary condition of the economy tt^-ther with its attendant maldistribution 
of food and other neccs-itie--, will become incivasingly serious. " 
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hold expenditure? (of an average household of 4.4 pcr=on^l at 6,113 yen in 
October 1947. The tempo of inflation mounted rapidly during the last half 
of 1947 due to the failure to collect taxes. Xotc is«uc rose 83 billion yen 
dui'ing the last six months of the year, the increase in December alone being 
41 billion yen. Of the 133 billion yen total of estimated budget tax revenue 
for the fiscal year 1947-48, only 34 percent was collected during the first 
nine months of the fiscal year. While, as a result, an intensified tax collec- 
tion drive was undertaken during the last quarter (January-March 1948) , 
involving the direct intervention of the U.S. military government forces, the 
sharp increase in collections during this quarter only brought the note issue 
down, by 3.8 billion yen, in contrast to an increa-e of over 100 billion yen 
during the first three-quarters of the year, the period of great laxness in tax 
collections. Thus a permanent inflationaiy boost had occurred as a result of 
tax policy. By the spring of 1948, when the government finally granted all 
government workers a 2,920 yen standard monthly wage, after a threatened 
strike of government employees had been averted only by the intervention 
of SCAB, workers and management in the electric power industry agreed 
on a 5,358 yen per month standard wage, the All-Japan Express Company 
raised wages to 4,854 yen per month, and coal operators offered miners, who 
were demanding more, 5,785 yen per month.*’ 

Consequently, pressure by government workers continued and in the 
budget-wage-price settlement of June-July 1948, standard monthly wages 
were set at 3,791 yen, This was based on a government estimate that the 
May industrial wage would be 3,500 (when statistics were gathered and 
tabulated), increasing to 3,700 by the end of June 1948. In fact, however, 
the actual -May figure proved to be 3,667 and therefore the new wage stand- 
ard, again as in the previous year, was inaccurate at the outset. In the price 
revision which accompanied both the wage and budget formulations, the 
government planned to raise official prices by 70 percent or to a level 110 
times the base, 1934-36, period. In fact most price= were doubled, as Table 
73 indicates. 

Since the wage level was set at only 55.8 tiuic-j the ba-e period level, gov- 
ernment workers felt a continuing >nurcc of grievance and they soon de- 
manded that their wages bo raised to a >tandnrd of 5.200 yen per month 
retroactive to April 1948. This would, if granted, have completely disrupted 
the government’s new budget in which personnel costs were based on a calcu- 
lation involving a standard wage of 3,791 yen. The threatened strike of gov- 
ernment workers in August 1948 led to General JlacArthur’s letter to Pre- 
mier Ashida containing the recommendation that government workers be 
restricted in the right to strike and the subsequent cabinet ordinance which 
not only prohibited government workers from striking but also denied them 

8’ See “ Control of tVages and Prices,” Tokyo Mimpo, April 6, 1948 ; " Prices and 
Wages," Jiji Shimpo, Tokyo, April 7, 1948; and ‘‘ Fundamental Policy for Wage Stand- 
ards Decided,” Nihon Keizai, Tokyo, April 14, 1948. 
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TABLE 73 

Official Wholesale Prices — Tokyo 



June 194S 

July 1948 

Ameiicaa cotton (lb.) .... 

14.90 

2980 

Coarse cotton cloth (pc.) . , 

700.66 

1372.98 

Sheet glass (case) 

t/»4.00 

416100 

Kerosene (kl.) 

6980.00 

13530.00 

Gasoline (kl.) 

7780.00 

14780.00 

Paper pulp (lb.) 

6.40 

13.25 

Rayon pulp (lb.) 

8.1,5 

16.40 

Official 

Retail Prices — Tokyo 



June 194s 

July 1948 

Unpolished rice (60 kg.) . . . 

873.60 

1482.00 

Wheat flour (10 kg.) 

131.50 

266.00 

Salt (kg.) 

5.60 

1327 

Firewood (10 kg.) 

17.05 

39.50 

Chaipoal (10 kg.) 

80.50 

220.90 

Sliding screen paper (roll) . 

17.00 

32.95 

Toilet paper (roll) 

4.30 

10.40 

Bicycles (unit) 

3731.00 

6678.00 

Soy sauce (sho) 

19.30 

41.50 

Bean paste (kan) 

31 50 

77.00 


Source: Price Board. 

the right of collective hargaining. In the meantime, private wages have con- 
tinued to climb. For e.xample, the All-Japan Iron and Steel Company 
settled in June for a wage of 6,300 yen per month, Toyo Industrial settled 
for 5,850 yen, while Shown Denko and Mitsubishi Kagaku were negotiating 
for average monthly wages of 6,000 and 7,000 yen respectively. That the 
government could successfully hold to the 3,791 wage standard for vciy long, 
few observers believed. The Tcmporaiy National Personnel Commission, 
established to handle government workers’ gi’icvances after they had been 
denied the right to strike or baigain collectively, recoininencled a base 
monthly wage of 6.307 yen in November 1948 for civil service workers. This 
necessitated a new large supplementary budget. At the same time tax col- 
lections were running far behind estimates, which were themselves now out- 
moded. Thus the 1947-48 pattern of supplementary budgets, government 
deficits, inadequate taxes, slow collections, spiraling prices and wages and 
rising note issue was being repeated in 1948-49. Alarmed at this prospect, 
the U.S. Departments of State and Army publicly directed SCAP to order 
the Japanese government to “ cany out an effective economic stabilization 
program qalculatcd to achieve fiscal, monetaiy, price and wage stability in 
Japan as rapidly as possible.” 

The consequences of the inflationary spiral on all phases of the economy 
are almost too numerous to recount. On the whole, labor has lost because 


eeSee joint State-.trmy release, “Program to Achieve Economic Stabilization To 
Be Carried Out by Japanese Government.” Washington, D.C., December 18, 1948. 
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of it. Tlieic ha^ ijoen much coniiMon — and contention — in the Japanese 
press as to nhethei ical wages ha\e ii^en oi fallen dining the occupation ^ 
Depending on the base peiiod selected it can be pioicd that leal wages have 
risen or that they have fallen Thiee difieient analy-c- will sene to make 
clear what has actually happened A bioad pictuie oi the extent of puce 
changes in Japan since the beginning of the occupation may be seen in 
Table 74. 

TABLE 74 

Stigls of iNFLinOX 1\ J\P\X 
Scptenibei 1945-Scptembei 1948 
(Based on Con'umci Pine Index — Tokio) 


Peiiod 

Length of Pci lod 
(months) 

Total Inci ease 
tnPiice Level 
Ipeicent) 

Monthly Inciease 
in Pi ice Index 
(pcicent) 

Sept ’45-Mar ’46 
Api ’46-Nov ’46 

7 

295 

42 

8 

6 

1 

Dec ’46-.4pi ’47 

5 

59 

12 

May ’47-July ’47 

3 

73 

24 

Aug '47-May ’48 

10 

50 

5 

June ’48-Sept '48* 

4 

80 

20 


* Estimated on basis of June-Jub lale of mtiease and changes m official puces 


If w e attemjit to obtain a seculai comparison and examine wages under 
the occupation with W'ages in the pre-war period, it becomes clear, as may 
be seen in Table 75, that real w ages have fallen sharply. 


TABLE 75 

The Wwe-Pricc Rilwioxship— Seculik Trend “O 


1 eai 

ffetadPittc-i 

Wages 

1930 

100 

100 

1942 

185 

129 

1944 

229 

183 

1945 

752 

300 

1946 

2706 

1414 

1947 

9045 

4616 

194S-Jub 

13009 

7168* 


* June 

When both wage and puce changes aie moa'uiod fioin a 1930 base it is 
deal that while puces by mid-1948 wcic 130 times highei, wages bad ri=en 
only 71 times Since the wage index i^ based on all woikeis m manufactur- 


See, foi example, Oriental Et oiioiinbtf Maidi 27, 1948, p 246, or “ Real At ages on, 
the Inciease” in Aition Keiiai, Juh 7, 1948 On the othei hand, see “Wage Rise Not 
Responsible foi Puce Inciease,” lolyo Mtmpo, May 28, 1948 See also “At age Base 
and AA^age Policj in Nihon Keizai, Julj 3, 1948 

““Souicoa (1) Retail Piice=— Tokyo Chambei of Commeice and Industn" Index of 
Official Retail Piites, 1930 = 100, Ouental Economial, Sept 11, 1948, p 757 (2) AA’ages 
— Axeiage Rcgulai Daily AYages — Ml Manufictuiing — Japanese Economic Statistics, 
Vol 24, Aug 1948, p 94, index computed on 1930 base fioiu actual x'en x allies 
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ing only (factory tvorkers) and docs not include commercial, jirofessional, 
government and domestic workers who liaA'e fared less well, real wages for 
all Japanese workers have fallen further than the statistics indicate. 

What has been the wage-price relationship during the past three years 
under the occupation? This may be seen in the following table, which has 
been constructed with 1945 as a base. 


W.ige-Price Trends rNDEH the Occcp.wiox 


Year Retail Prices Wages 

1945 100 100 

1946 562 660 

1947 2135 1827 

194S-July 3335 2783* 


* June. 

Again it is apparent that while prices increased 33 times under the occu- 
pation, wages rose only 27 times.”- 

If, however, a more recent base is used, the following picture becomes 
apparent: 

Recent IV.'ce-Phice Reiatiosships 




(Jan. 1947=100) 




Date Wages 

Black- 
Market 
Rice Price 

Effective 
Rice Price 

Family 

Expendi- 

tures 

Consumer 

Price 

Index 

Banhof 

Japan 

OMeial 

Retail 

Prices 

Tokyo 
Chamber oj 
Commerce 
& Industry 
Official Re- 
tail Prices 

Jan. 1947 100 

100 

100 

100 

100 

100 

100 

July 1948 433* 

407 

o54 

342 

356 

474 

473 

* June. 








It appears that during the last year and a half wages have risen about as 
rapidly as prices. However, since the tempo of the price advance is increas- 
ing again (June, July, August) while management and government resist- 
ance to wage demands has been stiffening, this temporary respite may not 
last out the year. 


91 Sources; (1) Retail Prices — Bank of Japan Index of Official Rptail Prices con- 
verted from 1914 ba-e. (2) Wages — same os in preceding table. 

92 The Economic Stabilization Board declared; “The present real wages and real 
family expenditures in urban areas are around 30 percent and 40 percent respectively of 
those of the prewar period." Second Economic White Paper, Tokyo, May 23, 1948. 

93 Sources; (1) Wages, Japanese Economic Statistics, Aug. 1948, p. 94; (2) Black- 
Market Rice Price, ibid., p. 71; (3) Effective Rice Price, ibid., p. 71; (4) Family Expen- 
ditures. ibid., p. 63; (5) Consumers Prices, ibid., p, 60; (6) Bank of Japan Index, Orien- 
tal Economist, Sept. 18, 1948, p. 779; (7) Tokyo Chamber of Commerce and Industry 
Index, ibid., p. 779, 
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Fanners have gained appreciably as a result of the inflation and are to- 
day better off than at any period since the first World War.'" There is con- 
siderable testimony to this effect. One report, for example, declares: “ Ac- 
curate data on agricultural income arc not available, but it has been roughly 
estimated that whereas before the war farmers — constituting about 45 per- 
cent of the population — received little more than 10 percent of the income, 
they now receive as much as 20 to 30 percent.” A Japanese provincial 
newspaper states; “ The postwar plethora of money in farm villages, in con- 
trast to urban districts, is already proverbial ” ““ and Tokyo’s Dai Ichi 
notes: “ As is well known, our farming villages, favored with the recent 
boom, have acquired as much new yen notes as possible from the towns and 
cities 

While the iSIinistry of Finance survey of national inrnme di-tribution in 
Japan for 1944 showed agriculture receiving a 15 percent share of the in- 
come distributed, the survey of the Economic Stabilization Board for 1947 
indicated that agriculture received slightly more than 30 percent, its gain 
coming largely at the expense of manufacturing and transportation. 
Furthermore, it is estimated that whereas farm villages had an estimated 6 
billion yen debt in 1931, then' deposits at the beginning of 1948 totaled 40 
billion yen and, if domestically hoarded cash is added, 50 billion.®® While 
urban inhabitants have frequently been hungrj' and undernourished during 
the past three years, farmers have been reported as diverting some 6 to 10 

See Changes in the Rural Economy during the ll'm' and Post-War Period, Inves- 
tigation Division, Hypothec Bank, Tokyo, December. 1947. After the tax drive in early 
1948, however, there was considerable complaint in rural Japan over a shortage of funds 
and an undue tax burden. This was due, of course, to the unaccustomed impact of the 
lax drive and to the fact that with a sharply rising price level a larger and larger volume 
of money is required to finance any given operation. See, for example, " Farm Funds 
Policy," in Mainichi, May 26, I94S, Tokyo. There have also been frequent warnings in 
the press that the present agricultural boom will end disappointingly to the farmers in 
a ''stabilization panic” and depression, with resulting laige rural tmemployment. See, 
for example, '■ Farm Household Economy.'’ Oriental Economist, July 3, 1948, p. 538. 

J.ejS Annual Report jor Japan to Food and Agriculture Organization, Natural Bc- 
sourccs Section, SCAP-GHQ, Tokyo, June 1948, p. 8. See also The Rice Economy of 
Asia, A Working Memorandum, prepared by the FAO Staff for the use of the Bice Study 
Group, Food and Agriculture Organization of the United Nation®, 'Wasliington. D.C. 
April 1947, pp, 33-36. 

" Inflation and the Future of Agriculture." To-o Nippon lAnmori), April 7, 1948. 
If the 1930 exchange rate of 40 cents to the j'en were in effect, a single egg in August 
1948 would have cost S8.69 and the average city family W'ould hare had to spend 34,250 
for living expenses. 

“ Need for Basic Agricultural Financial Policy," Dai Ichi, Tokyo, June 20, 1948. 

“ Agriculture and Protectionism,’’ by Uyoda, Bunzaburo, in Toyo Kekai Shimpo, 
January 17, 1948, p. 33. The Cunencs' Stabilization Board estimates a higher figure of 
65 billion yen. 
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million kofcu of riee jw year to the black market."® To imliicc fanners to 
sell all of their rice to the eovirnmeni. and to eliminate tlic practice of 
imder-reporting cultivated land, the aoverninent in September 1947 insti- 
tuted a commodity bounty-award system. Urban inliabitants had long 
been bartering clothing and hou^cliold goods for rice from the farmers, since 
the latter refused lo part witii their erop< for rapidlj' depreciating yen. Now 
the government was simply following the lead of the urban residents; for 
every hyo (72 liters i of delivery quota fulfilled, one of the following com- 
modities was released to the fanner in the indicated quantity: fertilizer, 2 
kan (7.5 kg.l ; textiles and clothing, 4 points; salt, 0.5 kg.; sake, 4 go (.72 
liters); cigarettes, 8; sugar 0.25 kin (150 gr.t. Under the ration system 
farmers might obtain work-glove-, footwear, work-clothes, cotton cloth, etc. 
tor the points they accumulated.^*’ 

In addition, the government sct purcha-e prices for deliveries in excess 
of quotas at 300 percent of the quota piircha-c prices for rice, wheat, sweet 
potatoes, etc., despite its contention that all staples produced had to be de- 
livered to it. hir. L. T. Soulcy of the Agriculture Division of the Natural 
Resources Section of SCAP, speaking at Nagoya on September 17, 1947, in- 
quired, •' If the dcliveiw quotas arc ju-t. how is it possible to make extra de- 
liveries? '' A few weeks later, the Economid provided the answer, which 
was, of course, widely known. It declared; 

Since the adoption of the quota delivery -y.-tem, prefectural authorities 
have made it a rule to underestimate rice crop'= under their own jurisdiction 
in reports to the flovernment. .\nd it i- mainly on the basis of such under- 
estimated prefectural reports tliat the government has fixed delivery quotas 
for each prefecture. The Government, on the other hand, has found it in- 
evitable to follow this procedure, owing to lack of positive counter- evidence 
showing that the prefectural crop e-timates have been too small. Herein lies 
the very rca.«on why a considerable amount of rice has annually flowed into 
black market channels after the completion of quota delivery.” 

IVithin one month, in August-Septemlrer 1946, informed estimates of the 
rice crop differed by 11 million koku. The prefectural governments’ com- 
bined estimate was 54,160,000 koku. tlie Mini-try of Agriculture and For- 
estry, 60,000,000 koku and the Oriental Economist, 65,000.000. The crop 
was finally reported as 61,380.000 koku. In October 1947, at a conference 
of prefectural governors, Lt. Col. Boulware, Chief of the Production Briinch. 
Agriculture Division. Natural Rc-ourcc- Section, SCAP. declared: 


"" See “ Rice Deliveries'' Orienlnl Kcouumtsl, July 10, 1948. p. 559. 

100 por disbibution of 1947 Fall Staple Crop Delivery Incentive Goods as of May 
20, 1948, see Weekly Sammary, No. 137, Natural Resources Section. SCAP-GHQ, Tokyo, 
May 23-29. 1948. For 1948 Summer Distribution of Incentive Goods see Summation of 
Non-Military Activities in Japan, No. 35, Tokyo, August 1948. p. 208, 

101 e Marketing of Rice," 0/ientnl Economist, November 8, 1947, p. 904. 
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Many excupcs liavc been made to assure us that crop yields will be low. 
. . . Acreage of rice is reported at 2,900,000 cho by the ilinistry of Agricul- 
ture and Forestry. The prefectures have reported even le^s. Nevertheless, 
recent survey.-’ by Jlilitarj' Government personnel in one pi efccture revealed 
that of the land surveyed in 15 villages, the rice acreage was underreported 
by 6.8 percent. The correct acreage of agricultural crojis lor Japan is not 
being reported.'*'- 

In July 1948, at another conference of prefectiiral governors, Col. 
Schenck, Chief of SCAP’s Natural Resources Section, declared that surveys 
in every prefecture showed unreported plots amounting to from 3 to 20 per- 
cent of the total area. While it is SCAP’s public contention that mea.sures 
such as the commodity bounty award plan, crop insurance, basic land re- 
form,'®^ etc. have sti'engthened the government’s control oi er the rural econ- 
omy, and figures on rice deliveries under the quota system, issued by the 
Ministry of Agriculture and Foresti-y, appear to bear this out, as follows: 

Qoom Bice Deliveries ici 
(in 1000 kokii) 


Rice Year DeUvery Quota DcUi'cries Completed 

1947-48 304S0 March 16, 1948 

1946-47 28.063 May 20. 1947 

1945-46 28.561 Onlv 70% completed 

1944-45 37250 September 10. 1945 


The Oriental Economist declares bluntly. “ the heavy flow of blackmarket 
rice gives the lie to the figures.” **•'’ The black-market price of rice in. 
Tokyo at the end of Juno 1948 was higher than ever before at 163.33 yen 
per kilogram, compared to the oflicial price of 14.96 yen per kilogram and a 
black-hiarket price a year earlier of 40.27 >’ 611 .'°° While the vernacular and 
provincial press reported bumiier crops for 1946 and 1947 and estimated 
another bumper crop for 1948, the official figures when compared with pre- 
war yields reflect the probable undciTCiiorting. 


102 Toyo Keitai Shinipo, October IS. 1947. p. 845. 

103 for a useful discussion see Smiir Aapcclii a] Ayrarian Reform in Japan, by 
Yamaguchi, Shinrokuro, Nihon Taiheiyo Mondai Chosakai, Tokyo. 194S, 36 pp. 

Source is Outlook for Japanese Aqricnllme, Preliminaiy Study, No. 25, Natural 
Resources Section, SCAP-GHQ, Tokyo, May 6, 1948. 

105 March 20, 1948, p. 222. In its issue of September 4, 1948, it declares: “ It is now 
known that some 6 million koku of the 1946 crop and 10 million koku of the 1947 crop 
were diverted into blackmarket channels.” 

w® During July 1948 alone it was reported that the black-market price of rice rose 
12.5 percent. Orientaf Economist, August 21, 1948, p, 680. The government’s official 
buying price for rice purchased from farmers rose from 550 yen per koku in 1946 to 
1,700 yen in 1947 and to 3,595 yen per koku in 1948. Furthermore, in both 1947 and 
1948, the government purchased excess rice above quota requirements at three times the 
official price. 
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TABLE 7* 

AiwimnnuL Orr?rr— Paeu'ak and Postwar i"’ 


Cammoiilyi 

Vmi 

ISSOSi 

19S8-S9 

19^ 

Bice 

milliou koku 

61 

67 

61 

Wheat aiul BsiHrV . , 


20 

23 

13 

Sweet Poiatccis 

uiilUctD kan 

906 

990 

1430 

While Potatoes — 


299 

515 

460 


1947 

m 

15 
1181 
' 584 


Since food was in relatively short supply and demand was increasing due 
both to natural increase and repatriation, over the first three years of the 
occupation, disposal of crops at constantly rising prices, due to the inflation, 
placed the Japanese farmer in an enviable position in contrast to other eco- 
nomic segments of the population. 

Industrial activity has been greatly hampered by th*e inflation.*"* 
This is not to imply that the limited revival of industrial activity has been 
checked by inflation alone. Inadequate supplies of imported industrial raw 
matei’ials have been a major limiting factor. But the distortion of the rela- 
tionship between costs, official selling prices, working capital, etc., has been 
a severely dislocating factor, resulting in large operating deficits in many 
cases, making profits uncertain in others and generally hindering output in 
all sectors of the economy. The Economic Stabilization Board noted: 


107 Source is SccoKtl Economic White Paper, Economic Stabilization Board, Tokyo, 
May 28, 1948. See aUo " Inaccurate Agricultural Statfelics," by Kita. Izumi. in Nopyo 
To Keiiai, Toks'O, October 1948. 

108 Legitimate business, that is, apart from the dealings of the narikin and oyabun 
(new yen millionaires and labor contractors). Immediately after surrender, large stocks 
of military clothing and food, war plant materials, etc, disappeared. In the words of an 
editorial in Tokyo Mimpo (March 18, 1948): “It is a well known fact that the great 
bulk of army materials, illegally appropriated by professional army personnel, bureau- 
crats, capitalists and political party bosses and then channeled into the hands of black- 
market brokers, have constituted the fundamental factor for the current rampant infla- 
tion. The so-callcd ‘ .Seko ' Case, the Osaka Army Arsenal Case, and other scandalous 
incidents occurring at various war plants are enough to make us shudder at the political 
implications of these cases. The tremendous scale on which these illegal disposals were 
made is unbelievable.” A steady scries of hoards have come to light. See Summation 
oj Non-ilihlaTy Activities in Japan, SCAP-GHQ, Vol. No. 30, Tokyo, March 1948, p. 
35; also Vol. No. 33, June, 1948, pp. 33-36. Testimony in the Sekine. Nishio, Tsuji and 
Showa Denko cases apjjears to tic the narikin and oymbun veiy closely to the financing 
of political parties in contcmporaiy Jai an. 

to* And there is fear in Japan that it will also be the chief victim of a “stabilization 
panic ” if and when financial reorganization and stabilization are achieved. The Japan 
Economic Weekly headlined a leading story, “ Tighter Money to Bring a Depression in 
Autumn" (Vol. 2, No. 40, July 8. 1948), while the Tokyo Times declared: “One of the 
most serious industrial problems is financial difficulty due to inflation. . . . Governor 
Ichimada of the Bank of Japan disclosed that the deficit loans would be abolished here- 
after and that efforts would be made to eliminate the causes of deficits. However, if 
deficit loans are abolished, our industry will, no doubt, break down before it is revived." 
“ Price Increase and Its Influence ”, July 6, 1948. 
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Due to insufficient accumulation of funds through savings and also to 
loss of credit and inadequate working capital on the part of enterprises 
through increasing deficits and debts, enterprises arc seriously suffering from 
a shortage of money. The shortage of money has gradually become con- 
spicuous with the development of inflation. . . . Inasmuch as the current 
tightness of money has been brought about by inflation, the reckless creation 
of credit through loosening of financial control will undoubtedly lead to the 
acceleration of eventual inflation and to still tighter condition of money in 
the following stage. By raising the valuation of assets, inflation has so far 
saved many enterprises which otherwise would have gone bankrupt after 
the surrender. It is noteworthy, however, that since last year the same infla- 
tion has become an unavoidable and serious obstacle to the management of 
enterprise3.’*° 

The basic difficulty has been that the level of official prices has been con- 
sistently out of line with constantly rising costs and that as a consequence 
available working capital lags behind in sufficiency to meet a given volume 
of industrial activity, which for the same output over successive periods re- 
quires a larger and larger cash outlay. Either the resulting deficits must be 
financed directly by the government or its affiliated financial agencies, which 
only augments the inflation, or output suffers. The coal industry is a good 
example of the former. The official priee of coal was raised to 956 yen per 
metric ton on July 5, 1947. At the time labor costs wore estimated to be 579 
yen per ton, but under the new wage contract signed that month they rose 
to 1,158 per ton. By the end of 1947 total production cost had risen to 1,617 
yen per ton. By March 1948 it was estimated that costs l enehed 2,057 yen. 
A new contract signed in April ga%'e coal miners a monthly wage in excess 
of 5,000 yen (compared to 2,549 per month in July 1947) and the mining 
companies could only produce coal thereafter at a loss of about 1,800 yen 
per ton. As a result, in July 1948 the legal price had to be raised to 2,388 
yen. 

This disparity between actual costs and official selling prices had, of 
course, to be made up by the government if coal was to be mined. The 
Japanese Coal Board had estimated that during fiscal 1947 it required 22 
billion yen in loans and subsidies to carry the industry. The Reconstruc- 
tion Finance Bank “ loaned ” 13.6 billion yen and direct government sub- 
sidies per ton provided the remainder. 

Examples could bo multiplied.** *** ' In hides and leather the cost price for 
purchasing and tanning one hide amounted, in the spring of 1948, to 2,700 


**o Quoted in SumviaLion oj Non-Mililary Aciivilics in Japan. Vol. 32, SCAP-GHQ, 
Tokyo, May 1948, p. 69. 

*** See, for example, “ Enterprises in Financial Difficulties. Bank of Japan Survey 
Reveals,” Mainicki, June 21, 1048, and “Price Revision Blow to Management,” Nihon 
Keiiai, June 28, 1948. The latter declares: “When it published the new price structure 
last July, the government stated ; ‘ Japan’s economy is at the crossroads leading either 
to economic stabilisation or to complete destruction.' One year has elapsed, and now 
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V6II, rfsiiltiuE, in s licifiitf'M lof ^oiiio 606 yon ivhen the leather ivas sold at the 
offimi priee. In the case of a 3,7o0-ton steamer plying between Muroran 
and Keihin iTokyo-Yokohama area i. carrying 3,150 tons of coal and oper- 
ating eialiteon days a month oi nine months a year, the per-ton transporta- 
tion costs were 324 yen. nr 2.19 times the current official allowable transpor- 
tation charge of 14S yen. The government decided on .lune 15, 1948, to 
grant chemical fertilizer interests a loan of 535 million yen from the Recon- 
struction Finance Bank to helj) cover deficits resulting from producing am- 
monium sulphate and nitro-lime at 1.000 yen per ton losses."- In electric 
power generation, rates prevailing during the first half of 1948 were predi- 
cated on a total labor cost for the industry of 466 million yen per month. A 
new eontract effective in .4pril 1948 raised total labor costs to approximately 
1.3 billion yen per month, -o that prevailing rates (yielding a revenue of 987 
million yen per month i were not sufficient to cover the wage bill alone. As a 
result, the government hatl to " lend the industry, via the Reconstruction 
Finance Bank, over one billion yen. 

Obviously, the monetization of business-operating deficits by the gov- 
ernment has contributed greatly to inflation. The primary tool of the gov- 
ernment in its efforts to meet the constantly growing financial needs of in- 
dustiy has been the Reconstruction Finance Bank. Tliis institution, which 
was established in October 1946 but actually began operations in January 
1947, had as its original purpose financing Japanese industry’s requirements 
for new and replacement capital goods. It lias, however, more and more 
been diverting funds to meet the ever-increasing working capital needs of 
Japanese business as operating deficits grow larger with the inflationary 
distortion of cost*. The outstanding loans of the Bank increased from 4.1 
billion yen in January 1947 to 81.7 billion yen as of July 1948. Of the latter 
figure, 57 percent were classified as working capital loans and 43 percent as 
equipment loans. Over the same period its original capital of 10 billion yen 
has been increased to 135 billion. Some 78 percent of the Bank’s funds have 
been supplied by Bank of Japan purchases of its securities or loans, with 
most of the remainder coming directly from the government. 

Thus the Bank has become a prime vehicle of inflation and it? outstanding 
loans are a kind of =ide-pocket government deficit. The Bank has been the 
object of criticism from many quarters. Kogyo declared: 

It is undeniable that the RFB loans made possible the maintenance of 
many industries which were suffering from huge deficits. We cannot over- 
look, however, that the amount of loans has become so enormous that it is 


the government has announced another piice rovision. Yet, Japan's economy is still at 
the crossraads. General civeumstanees, however, are more critical than last year.” 

“2 See Aso/ii Shimbim, Tokyo. June 16, 1948. The mounting inflation made the 
cost of new and replacement equipment a severe burden upon the capital of enterprises 
For example, the cost of a 41-ineh cotton loom rose from 533 yen in 1934-36 to 35,000 
yen in July 1947 and then to 58300 yen in August 1948. 
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largely responsible for the increase of note issue and aggravation of infla- 
tion.*^® 

Nihon Keizai states: 

Present indications are that the government spending inflation at the end 
of last year has noiv been diverted to a Reconstruction Bank inflation, neces- 
sitating a large-scale increase of capital of the Bank. . . . With the tremend- 
ous total of funds issued exceeding that of all other financial institutions 
since last July, it has distinctly betrayed ita real character as a secondary 
note issuing bank. . . . The Reconstruction Finance Bank inflation is by no 
means different from finance {government! inflation in its nature. More- 
over, when appropriations from the Reconstruction Finance Bank are being 
planned, there is a tendency for all Mini.-tries to make a rush for above 
limit appropriations. This is the principal cause of the irresponsible issue 
of funds by the Bank.*’* 

While the Bank 'a working capital loan> liave been held to be inflationary, 
its capital expansion loans have been criticized on the ground that in most 
instances they went to industries in which there was considerable unused 
capacity and therefore added unneeessarih- to the demand for scarce mate- 
rials such as steel, cement, etc. Also the Bank’s loans to the Kodans (new 
public distribution corporations which replaced the control associations! 
have been criticized as excessive, permitting the Kodans to build up wholly 
unnecessary inventories.**"’ Finally, it has been chai’ged that political rather 
than sound economic considerations guided the Bank in a number of its 
loans. An example is the three billion yen loan to Shown Denko, which 
ultimately led to the re.«ignation of Kurusu. the Chief of the Economic 
Stabilization Board and to the resignation and subsequent arrest of Prime 
Minister Ashida, 

Oil July 12, 1948, the government issued its “ Immediate Measures for 
Industrial Loan.« in Relation to the Revision of Prices,” in which it was 
stated that deficit-covering loans would no longer be granted and that the 
RFB was to confine itself to equipment loans only. At the same time, how- 
ever, it was proposed to increase the RFB’s capital by an additional 45 bil- 
lion yen. As long as business deficits continue, however, there is little reason 
to suppose that the RFB will not continue to be used as it has in the past. 
As long as goveniment policy forces enterprises to maintain full employment 
by keeping workers on the roll= even though they are not needed, and the 


1.9G " Effective Use of RFB Loans,” Kogyo, Tokj'o, Juno S, 1948, See also “ R.F.B. 
Refovm,” Orionia! Ecoiwnm(, Tokyo. October 30, 1948, p. 912; and "Industrial Finance 
in Inflationaiy Period . Monthly Circular, Mitsubishi Economic Research Institute, 
Tokyo, Nos. 221-22, .4pri!-May 1948. 

*'*“ Inflation Shifting from Govcmincnl Finance to Rehabilitation Bank,” Nikon 
Keizai, Januaiy 7. 1948; also ibid., January 19, 1948. See also “Reconstruction Finance 
Bank Loans and Efficacy of Funds," in Amki Shinibun, June IS, 1948, and “ Hole of the 
Reconstruction Finance Bank,” Jimmin, Tokyo, Febniaiy 7, 1948. 

1*® “ Kodan Management,’’ Oriental Economist, September 4, 1948, pp. 726-30. 
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official price-control fVftcm itroviik* for this in the cost aiialvfi? upon whicli 
price ceilings are presumably based, so that the governincnt is not saddled 
with a costly and difficult unempioj-ment problem, the government is likely 
to provide the funds business letiiiires. because to do otherwise would result 
in a politically unfeasible grotnh of unemployment. Business deficits will 
continue as long as low output makes unit costs high and until the present 
inadequate allocation system is improved to the point where it is no longer 
necessary for enterprises to procure a considerable portion of needed raw 
materials in the black market.”® Since increasing costs prevent firms from 
repaying their debts to the Reconstruction Finance Bank, the RFB loans 
from the Bank of Japan remain outstanding.^” Consequently inflationary 
costs cause working capital loan.- to be monetized by the Bank of Japan, 
and more and more money is thereby drawn into circulation and never rc- 
tired.^^* Thus inflation begets inflation. 

Production 

De3]5ite the lack of any volume of imported industrial raw materials, and 
in the face of the mounting inflation, there has been a slow revival of indus- 
trial activity. On an over-all baris. production in Japan by the end of the 


lie “ According to the report on the administrative inspection conducted by the 
Economic Stabilization Board on certain material, the government offices concerned 
were found busily occupied mainly with such procedural business as issuing of allocation 
certificates, having little time to make a fundamental and scientific study to improve 
the present allocation system. ... M order in distribution has not been sufficiently 
established, a considerable part oi the materials required had to be purchased through 
the black market. It should be itflcctcd that this is due largely to the lack of skill and 
inefficiency of government official- concerned.” Second Economic IVltite Paper, Tokvo 
May 23, 1948. 

The Bank of Japan held 51.4 billion yen of ?FB bonds, ns of June 30. 1948, com- 
pared to its holdings of 77.8 billion of direct Government bonds, 

^isWith the growth of inflation and tlie rc.-lriclioni imiioscd on legitimate commer- 
cial bank lending, a brisk busine.s- in black-inaiket loans developed. The Tokyo Times 
declares: “The majority of small and medium enterprisers are known to be tiding over 
financial difficulties witli black-market loans. Funds of from 600 million to one billion 
yen are circulating in this way in Tokyo alone, and there are indications that they will 
increase. The lenders include black-market dealers, commercial companies, and foreign- 
ers who have accumulated funds in the post-war economic chaos. In many cases, bar- 
gains are made between bank clerks and acquaintances. Some local banks are making 
large profits through back-door dealing', “Black Market Loan Sharks Active," Tokyo 
Times, July 8, 1948. 

Another source notes: “A spectacular stage in black-market financing is unfolding. 
Because of sharp rises in commodity prices, the so-called ten-ten interest, 10 percent 
every ten days, has recently jumped to 10 percent for four or five days, spurring the 
advance of inflation and throwing the money market into confusion . . . the majority 
of black-market funds now flowing into the city are said to be coming from legitimate 
financial institutions, rather than from wildcat banks.” " Blackmarket Interest Rates 
Climb,” Astthi, July 16, 1948. 
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first half of 1948 had risen to 52 percent of the 1930-34 level. Mining was 
99 percent of base-period output, whereas manufacturing was only 45 per- 
cent. Measuring and interpreting physical output from the 1930-34 base 
period, as SCAP statisticians do, involve two serious limitations.'^® In the 
base period the population of Japan proper was 66 million.'®® Today it is 
80 million. lYliile one of the objectives of the occupation now is to regain 
for the Japanese people the standard of living prevailing in the 1930-34 
period, this must, of course, mean more than comparable physical output. 
Merely to achieve the 1930-34 level of output would not restore the Japa- 
nese to their level of living in that period, since on a per-capita basis they 
would be producing and consuming less. It has been estimated that a level 
of 130 percent of 1930-34 output is necessary to achieve an equivalent 
standard of living.'" 

Secondly, comparing current with base-period output ignores the relative 
over- and undcrder’clopment of specific indu.^tries and gives an erroneous 
impression of the relative recoveiy in certain fields. For example, in Table 
77, the column which compares 1948 monthly output with 1930-34 produc- 
tion gives the impression of considerably better recovery in rayon, iron and 
steel, than in cotton and silk. However, by the end of the base period, cot- 
ton and silk had almo-st reached the peak of their expansion in the Japanese 
economy, whereas the peak in rayon output came later and, with Japanese 
planners in the late thirties stressing the expansion of the heavy industries, 
the peak of iron and steel output was not reached until the early 1940's. 
Therefore, a more realistic view of the extent of industrial recovery in Japan 
is achieved by comparing 1948 output with the peaks achieved in each field. 
Wlien this is done fsec last colunm of Table 77), it is apparent that the re- 
vival in iron and steel has been as limited as in cotton and silk and that the 
least progress has been made in rayon. 

Perhaps the mo.«t extreme example illustrating that it would be better to 
place main reliance upon an examination of production trends in each of the 
more important industries, rather than upon .SCAP’s overall index of indus- 


"a On a composite basis this SCAP index is of little value in relating postwar to 
wartime levels of output because, although it is computed for each of the war years, it 
does not cover such components as aircraft, .shipbuilding, ordnance, etc. Thus, although 
the index runs as follows: 1940=1953, 1941 = 2013, 1942 = 192.7, 1943 = 180.9, 1944 = 
1543, 1945 = 613, 1946 = 32.5, 1947 = 403, and June 1948=52.7, it is hazardous to at- 
tempt to compai’c, say. 1947 with 1944 since the 1944 index figura does not reflect the 
real level of industrial activity in Japan. 

1®® See Annual Clianocs in Population oj Japan Proper, Oct. 1. 1920-Oct. 1, 1947, Re- 
search and Programs Division, ESS-SCAP, Tokyo. Jul}' 1948. 

1®' In the target period, 1952-53, by which it is hoped to attain this level, population 
of Japan will be 25 peivcnt higher than in 1930-34. Furthermore, since imports are no 
longer obtained cheaply from colonial areas, it is estimated that at least five percent 
more export goods will have to be produced and shipped to obtain the same volume of 
imports as in the base period. 
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trial output, may be teen in the way in which the output of trucks is re- 
flected in official index numbers. The index of truek output, which is one 
of the components of the index of industrial production, on the 1930-34 
base (= 100) stood at 2,038 in June 1948. The average number of trucks 
produced monthly over the 1930-34 period was 62, in 1941, 3,577 were pro- 
duced monthly, while output in June 1948 was 1.260. Reflecting current out- 
put as a large gain over a base period in Avhich the industry was virtually 
nonexistent (had not yet been developed! can only seiwe to mislead. Truck 
output is about half of what plant capacity currently available to the Japa- 
nese could turn out, were materials available. It would be well therefore to 
examine production trends in major indu^trial sectors. 

Coal 

On the assumption that increased coal output is basic to industrial recov- 
ery, both SCAP and the Japanese government have exerted considerable ef- 
fort to induce more vigorous mining activity. Various stimulants such as 
subsidies, higher wages, better rations, increased allocations of essential ma- 
terials, etc. have been administered.'-- In November 1945, with Korean, 
Chinese and POW labor no longer aA’ailabIc. output fell to 500,000 tons for 
the month, less than the amount required to run the railroads. Thereafter, 
both production and employment rose slowly. Between 1946 and 1947 em- 
ployment rose from 314,397 to 408,071 while output increased from 20.3 mil- 
lion tons in 1946 to 27.2 million tons in 1947. A goal of 30 million tons 
(compared to peak output of 57 million metrig tons in 1940) had been set 
for 1947-48, Despite failure to realize this target, the goal for 1948-49 was 
raised to 36 million metric tons. Monthly output reached a peak of 2.9 mil- 
lion tons in December 1947, and then fell during the first lialf of 1948. Out- 
put for the fli'st quarter of fiscal 1948 was some 600.000 tons behind planned 
output,’-'' and thus it does not appear likely that the goal for the year will 
be attained. Employment has continued to rise and stood at 476.231 at 
mid-year. Howcvci’, the ratio of underground workers to total employed 


'22 The enormous tuma in rubdtlir^ omi ’* loiin^." which the Government found 
neoessaiy to grant the industry, i-c.-ultcil not only from the dbtorted cost-official price 
relationship but were also the consequence of the stagnation of tho capital market and 
the apathy and disorganization of management. The biggc-( mines in the country had 
been owned by the Zaibatsu. Of the 11 mines which pi-oduccd more than one million 
tons of coal per annum, Mitsui and Mitsubishi owned seven. Of the IS mines which 
produced between 500,000 and 1,000,000 tons, they owned 12. Other Zaibatsu— Furukawa 
(Furukawa Mining Co.), Sumitomo (Seikn Mining Co.), Nissan (Nihon Sekitan), and 
Okura-Asano (Joban Coal Mining Co.)— also had large holding* in the industry. See 
“Japanese Coal Mining Industry and Coal Problems,’’ in Sitrecj/ of Economic Condi- 
tions in Japan, Nos. 216-217, Mitsubishi Economic Research Institute, Tokyo, Nov.-Dee 
1947, p. 12. 

123 See “ First Quarter Coal Figures Released,” Nihon Keizai, July 7, 1948. See also 
"Coal Slump Branded Government Sabotage,” Tokyo Mimpo, May 8, 1948. 
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was abnormally low at 52 iicrccnt compared to a 1930-40 average of 72 
percent, while output per employee per month averaged only 5.8 metric tons 
compared to 16.43 tons in the 1930-40 period. Obviously, while the various 
incentives have raised prorluctivity slightly from the 1943 low (4.7 metric 
tons) , there is large ground for improvement. 

The 36 million metric ton fiscal 1948 target represents SCAP's estimate 
of Japan's minimum requirement for an operating economy.*-^ If we com- 
pute net supply (production plus imports minus exports) for the present 
year on a per-capita basis in the light of the comparable base period, 1930- 
34, figure, the result is interesting. Assuming output in 1948 (fiscal) will 
reach 35 million metric tons and that imports balance exports (a favorable 
assumption since in 1947 exports amounted to 735,000 tons while imports 
were only 33,000 tons i, on the basis of an 80 million population, Japan’s net 
supply will be 0.43 tons per capita, compared to 0.49 tons per capita in the 
1930-34 base period.^-^ This is a much more realistic view than the SCAP 
index which shows output currently running at 110 percent of the 1930-34 
level. Furthermore there are other factors to be considered. Whereas in 
1937, for example. 50 percent of the coal went for manufacturing uses, in 
1947 only 34.5 percent, and over the first half of 1948, 36.5 percent, were so 
used. Thus coal was being utilized less effeeth-cly. For example, the rail- 
roads consumed 25.3 percent of 1947 coal supply, or 6,768,000 tons, to carry 
a slightly smaller transportation A'olume than they did in 1937 using only 
4,128,000 tons of coal, or 7.8 percent of total coal consumed. During 1947 
the occupation forces used 5 percent and during the first six months of 
1948, 4 percent of the coal consumed compared to only 3 percent in 1946. 
Revival in the textile industry has been hindered in part because in 1947 it 
obtained only 2.5 and during the first half of 1948, 3 percent of coal con- 
sumed, compared to 13 percent in 1937, of a much larger total consump- 
tion.““ 

Perhaps more serious even than the slovr increase of domestic coal out- 
put, despite enormous government subsidies and '' loans,” is the import 
situation. Cut off from war and prewar sources such as North China, Man- 
churia and Sakhalin, by political circumstances, Japan imported only 33,(K)0 
tons of coal in 1947 compared to imports of 3.6 million metric tons in the 


A'eu'sfeifer, Industrial Division, Economic and Scientific Section, SCAP-GHQ, 
Tokyo, Vol. 2, No, 13, March 24-30, 1948. 

125 The comparable figure for fiscal 1947 was 084 tons per capita. Thus per-capita 
net supply of coal in fiscal 1947 was only about 60 percent of the average per-caidta net 
supply in 1930-34. Furthermore, it should be noted that relatively larger amounts of 
coal are now required for all purposes because the quality of the coal mined since the 
end of the war has deteriorated when compared with the caloric content of the coal of 
the prewar period. 

126 gee Japanese Economic StatisticSf Besearch and Programs Division, SCAP-GHQ, 
Bulletin No. 23, Tokyo, July 1948, pp. 16-18. 
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1930-34 period and 5.3 million tons in 1937. Since these imports were 
largely high-grade coking coal and true anthracite, which Japan does not 
possess, lack of impons at present, particularly of coking coal, are more of 
an obstacle to iron and steel production recovery than the volume involved 
would seem to indicate. While some coking coal is currently being obtained 
from the U.S. and Canada, the volume is small and the price higher. 
Furthermore, it results in a gi'eater dollar deficit. 

Impatient at the Japanese government’s fumbling of the coal situation. 
General MacArthur, in a letter on September 18. 1947, prodded the govern- 
ment to take more energetic and effective steps to increase coal output,’^’ 
As a result, despite adverse Committee reports in both Houses of the Diet, 
the Emergency Coal Industry Control Law (Rinji Sekitan Kogyo Kanri 
Ho) was promulgated in December 1947 to go into effect on April 1, 1948. 
Originally a Socialist Party measure providing for the nationalization of the 
mines, the bill as passed was a watered-down version granting the govern- 
ment general powers of superY-ision, planning, financing, and control of the 
industry. The Law establishes an All-Japan Coal Mine Control Com- 
mittee; four regional Coal Bureaus; four local Coal Mine Control Com- 
mittees; and a Controller and a Production Council in each of the mines 
that have been designated by the Minister of Commerce and Industry for 
special government supervision. Management, labor, consumers and tech- 
nicians arc represented on the national and local coal mine control com- 
mittees. and management and labor are represented on the production coun- 
cils. Initially 42 large mines were designated for supervision. Reminding 
one much of the Munitions Company Act of 1944. the Act is ambiguous and 
rests wide discretionary powers in the Minister of Commerce and Industry. 
In IMay, one Tokyo newspaper demanded that Commerce Minister Mizutani 
“ show the same cnthusia;-m in promoting future enforcement of the law as 
was shown during deliljcrations on it in the Diet.’’ In June, Nihon Keizai 
titled an artielc " Ineica.-ed Coal Output Under State Control Doubtful ” 
and declared : 

The argument has been advanced that it is too much to expect consider- 
able success when state supervision has only just begun to take effect. How- 
ever, the Government should have been able to make fuller preparations dur- 
ing the time between the passing of the bill in the Diet and its enforcement. 
Seeing that the Government took almost no preliminary actions during the 
period, we inay perhaps conclude that Government agencies and bureaucrats 
are solely given to making laws and fabricating systems, leaving the rest to 


1-* Con/ Productimi and the Price Shuctvrc. Publirations .-tnnlysis Xo. 175. SC.\P- 
GHQ, Analj'sis and Research Division, Tok>’o, June.3, 1948. 

128 Law No. 219, December 20, 1947. See “Japan's Economic Rehabilitation Prob- 
lem No. 1 — Coal Mining.” Nippon Times Monthly Jonnml of Commerce and Industry, 
Vol. 1, No. 1, Tokyo, Anaust 15, 1943, pp. 22-27. 
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be solved as it comes mi. Imleod. the Emei'gency State Coal Control La'w 
is a mere half-way measure, which, however, does not excuse the incompe- 
tence of its implementation.*-*' 

Effectiveness of subsequent enforcement will determine the significance 
of the statute and it is as yet too early to pass judgment. 

Iron and Steel 

While the debate over the ultimate stabilization and retention level to be 
set for the .lapanese iron and steel industry has continued unceasingly, out- 
put over the past three years has failed to reach even the very lowest levels 
suggested, and a large amount of capacity lies in deteriorating idleness. The 
shortage of domestic coal and the dearth of essential imported raw mate- 
rials, such as coking coal, iron ore, etc., have held output to low levels. Coal 
consumption by the iron and steel industiy, for example, averaged only 8.5 
percent of total coal consumption during the first half of 1948, compared to 
12 percent in 1935 (the earliest year for which an accurate breakdo'wn is 
available) , and 23 percent in 1943, the year of peak steel output. Average 
monthly consumption during the first half of 1948 was 243,000 metric tons 
compared to 438,000 in 1935 and 1.138,000 in 1943. In June 1947 the reg- 
ular use of imported heavy oil was begun, to power steel production, but 
the electric power shortage which developed after August offset this favor- 
able factor. Furthermore, the expected importation of coking coal from 
North China was not realized. Coal and coke imports combined averaged 
303,000 metric tons monthly during the period 1930-34. There were no im- 
ports from the end of the war until July 1947. In the year from July 1947 
through June 1948, imports averaged 16,403 metric tons monthly. There 
were no iron ore imports from the end of the war until February 1948. For 
the first half of 1948 iron ore import-" averaged 15,567 metric tons monthly 
compared to 161,000 ton"" monthly in the 1930-34 period. 

The consensus of current publWicd opinion on the reparation problem 
seems to set an annual output of 3..5 million tons of ingot steel, a little less 
than half of current capacity, as the probable retention level for Japan.*'’" 
Output in 1947 totaled only 936,000 metric tons. The 1948 rate, based on 
output during the first half of the year, is 1 .3 million metric tons. This com- 
pares with an output of 2.7 million tons in 1930-34. Thus it is apparent 
that it Avill be several years at least before output reaches the probable 
capacity retention level. The Japanese Economic Stabilization Board has. 


120 “ What about State Siiijun'i-ion o£ Coal Mining? " Xlhnu Kciziii, Tokyo, April 
28, 1948, and "Increased Coal Output under Slate Control Doubtful," ibid., June IS, 
1948. The Otienial Economkl was equally critical when the bill was before the Diet. 
See " Coal Mining Control.” Oriental Economiel, Tokyo, October IS. 1947. On Septem- 
ber 3, 1948, Nihon Keieai reported “Coal Administration Faces Earb' Showdown." 

*""This is a recent figure. The final Pauley report recommended only 2,250,900 
metric ions of retained capacity. 
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in its Five Yeai' Recovei'y Plan, set a target of 3,840,000 tons (141 percent 
of the base period I for the 1952 fiscal year. Output of both pig iron and 
ingot steel may be seen in the following tabulation. 

Pig Ikon .ink Ingot Steel Octpi't. J.vp.in, 1930-1948 
(in thousands of motnc tons) 

Pi^ Iron Ingot Steel 


1930-34 av- 1,272 2,724 

Peak 4.306(1942) 7,821 (1943) 

1946 204 552 

1947 360 936 

1948* 588 1,320 


* Annual rate based on first six months output. 

Source i^lapaiicse Economic Slaiislics, Bulletin No. 23, p. 20. 

It is estimated that 3.5 million metric tons of ingot steel will yield 2.7 
million tons of rolled steel. Output in 1947 was but 20 percent of this level, 
and even should the Economic Stabilization Board’s goal for fiscal 1948 be 
attained, it would be only 34 percent of the probable permissible level.^'- 
A further indication of the degree to which the Japanese steel industry has 
been whittled down to size may be had from per-capita consumption figures. 
In 1930-34, per-capita consumption of finished steel was 36 kilograms; in 

1947 the figure was 10 kilograms, or 28 percent of the base period. In 1937 
Japan produced 80 kilograms (176 pounds) of steel per capita, compared to 
400 kilograms (880 pounds) in the U.B. Thus Japan’s per-capita output in 
1937 was 20 percent of the U.S. figure. Japan’s production of 10 kilograms 
(22 pounds) per person in 1947 compared to 530 kilograms (1,166 pounds) 
in the United States, or 2 percent of U.S. per-capita output. 

One Japanese commentator, analyzing such figures, observed: "The fu- 
ture of Japan's iron and steel industry is not very promising.” 

Electric Pou'er 

The most favorable rccovciy record of any major industiy is that of 
electric power. As Table 77 indicate.^, power output during the first half of 

1948 was running at a rate 83 percent higher than in the base period, 1930- 
34, and was almost back to wartime level-.' With only insignificant war 


131 See “ Iron and Steel,” Oriental Economist, Februaiy 7, 1948, pp. 89-90. 

132 “ The Iron and Steel Industiy,” by Chikui, Takeliito, in the Oriental Economist, 
January 10, 1948. See also “Japan’s Economic Rehabilitation Problem No. 2— Iron and 
Steel,” Nippon Times Monthly Journal of Finance and Commeive, Vol. 1, No. 2, Tokyo, 
Sept. 15, 1948, pp. 24-31. It has been reported that the Japanese have been deliberately 
producing steel of a grade slightly below export standaid in order to maximize retention 
for home consimiptiou. .See " Steel — For Export or Home Use? ”, Nikon Keizai, Tokyo, 
August 27, 1948. 

133 Hydro-electric generation is nmning ahead of wartime levels, while thermal out- 
put, due to the short coal supply, has lagged behind. 
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damage, dependent mainly upon rainfall as the principal raw material and 
confronted by a sharply rising demand as an altcrnati\'e to coal, total power 
output generated rose from 28.6 biUion kwh. in 1946 to 32.4 Irillion kwh. in 
1947 and was expected to be about 50 iicrccni higher in 1948. Nevertheless 
supply was not adequate to meet the demand. IVith the virtual collapse of 
coal output in the year after the war. demanil n as concentrated upon power. 
For example, from the end of the war until Augu.'t 1947, more steel was pro- 
duced in electric furnaces than in open-hearth furnaccs.^®^ Abnormally dry 
weather starting in August 1947, C'pecialty in Chugoku, Shikoku and 
Kj-ushu, where rainfall was only half of average yearly rainfall, brought a 
sharp drop in power output ivhich lasted until Alarch 1948. In tlic face of 
this, as the Economic Stabilization Board, in its Second Economic IVliite 
Paper, noted; 

Demand for electric itowcr inerca'cd bccaii'C of tremendous inrrea.-e of 
demand for heating use in hou'chohls and lactorie.' a-- a substitute for coal, 
after the war, increase of los- cau-ed by the deteriorated conditions of equip- 
ment, and increase of illegal eonsumption ii' a result of meter shortage. Re- 
striction of power consumption was also not =o successful as expected. Con- 
sequently balance of demand and supply electric power was entirely broken, 
causing frequent emergency power stoppage and serious power shortage fur 
both household and factory u-c. . . . AVhen wc consider the expected further 
increase in power requirement' following the advancement of industrial pro- 
duction in general, the pro'peets in the supply and demand situation of 
electric power are not bright. 

Thus the paradox of continued complaints in the J.apancse press of power 
shortages, in the face of high poucr generation, is explainable by the greatly 
increased demand, and by the fact that since generation over the past three 
years has been almost entirely hydro, not thermal, output in recurring dry 
seasons and in abnormal drought periods falls to an industrially restrictive 
low. 

Chemical Fertilizers 

The quantity of chemical fertilizers distributed for riec planting per tan 
(one tan equals one-fourth of an acre) in 1947, ro'e to 4.3 kan tone kan 
equals 8.27 pounds), in terras of ammonium sulphate, or more than twice 
that of 1946, which amounted to two kan per tan. A further increase to five 
kan is anticipated when the final figures are in for 1948.'^^ A'et supply is 
still not adequate to meet current requirements. 

As the key to food production, chemical fertilizer has been awarded a 
high priority and heaxy subsidies since the termination of the xvar. Al.=o. as 


“Japanese Economic Stntistirs,” Research and Programa Division, SC'AP- 
GHQ, Bulletin No. 23, July 1948, Tokyo, p. 21, 

135 Pertilizer is now distributed in accordance with farm deliveries of food. For de- 
tails, see “ New Link System for Fertilizer,” Asaki Shimbun, Tokyo, April 20, 1948. 
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Japan has all the necessary raw materials and sufficient plant capacity to 
meet its requirements for commercial nitrogenous fertilizers solely from do- 
mestic produetion. it was to be expected that recovery would be more rapid 
here than in other fields. "While calcium superphosphate, the other major 
chemical fertilizer, is dependent upon importerl phosphate rock, the higli 
priority assigned to this item by SCAP and it= relative abundance on islands 
not far from Japan resulted in import.? being increased from a monthly aver- 
age of 14,120 metric tons in 1946, to 90.648 tons in 1947. The latter figure 
was double the level of average monthly imports during the 1930-34 period. 

As the previous miwey of the chemical industry in wartime revealed (see 
Chapter 3), fertilizer output had been sacrificed for war chemicals. In the 
post-war period the process was reversed. After sui-rendcr the government 
converted former army and navj- fuel plant*, methanol, butanol, synthetic 
oil, etc. to the output of such nitrogenous fertilizers as ammonium sulphate, 
calcium cyanamide, etc. The goal set for fiscal 1947 was 1.8 million tons. 
"While this was not achieved there was a significant increase in capacity dnd 
output. With a 871.620 ton goal for ammonium sulphate for 1947, output 
actually totaled 720,984, or 83 percent of plan. The ammonium sulphate 
goal for 1948 was set at 1,240,000 metric tons.'’® Output, at the first half of 
1948 rate, would total 900,000 metric tons for fi'cal 1948. Current Japanese 
thinking sets 1950 as the year for achieving domestic requirements, and by 
1952 an exportable surplus tor sale to other Far Eastern countries is antici- 
pated. 

Food 

Japan’s average food consumption duidng the period 1930-34 supplied 
2,242 calories and 67 grams of protein per capita per day. Approximately 
80 percent of these calories came from domestic output. Estimates, of a 
comparable nature, vary for the post-war period, but there is sufficient gen- 
eral agreement to indicate the trend. In ilay 1946 it was reported that 
caloric consumption in Tokyo was 1,352 per capita per day, while in the 
rural prefectures it wa.* 2,022. In August 1947 the same nutritional sm'vey 
indicated that caloric consumption had risen to 1,704 in Tokyo and stood 
at 2,041 for rural prefectures.*®' It would appear that on the average 1947 
food consumption in Japan supplied about 80 percent of the calorie intake 
of the 1930-34 base period.*®® Further improvement has been noted in 1948. 


*30 See Oriental Economist, January 10, 1948. pp. 16-18. For earlier discussions see 
ibid., March 2, 1946. pp. 124-26; Fcbi-uary 1. 1947. p. 77; and August 16, 1947, pp. 659-60. 
Also "Fertilizer Industry Revises Produetion Policy.” Nihon Keiiai, Tokyo, October 12, 
1948. 

137 “ Results of Xutrilion Siiivcys in Japan," in 194S Annual Report jor Japan to 
Food and Agriculture Organization, op. ail. p. 33. 

133 SCAP has estimated 1946-47 food consumption at 1,490 calories per capita daily 
for the non-farm consumer and 2,100 calories for tlie farm consumer, or a national aver- 
age of 1,765. This would be 79 percent of the 1930-34 average. 
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The February 1948 nutritional survey showed a 1,929 per-capita caloric 
consumption in Tokyo and 2,018 in the rural areas. It is probable that the 
figure for the rural prefectm'es is an underestimate by at least 200 calories. 

Because of the questionable nature of the oificially reported figures on 
rice and other crop production, due to the underreporting of acreage and 
yield and the large drain to the black market, there is little value in analyz- 
ing per-capita output in the po>t-war as compared to the base-target period. 
The accuracy of any such analysis would be open to objection. It is quite 
clear, however, that even with the bumper crops of the past three years, 
Japan's food situation was saved from chaos only by SC'AP imports of 
American grains. SCAP's objective has been to prevent " disease and un- 
rest " and its imports took the place of the rice and soy beans which Japan 
fonnerly obtained from subjugated areas. Although Korea supplied Japan' 
with over a million metric tons of rice annually before the war, and with 
20 to 25 percent of her soy bean import', such shipments were largely at the 
expense of adequate nutrition of the Korean people. Furthermore, Korea 
had to import minor grains to offset the rice exports. The population of 
Korea has risen to the extent that its domestic food production is not now 
large enough to meet its own requirement'. Thus it can no longer serve as 
a source of supply for Japan. Kor can Formosa, whose rice and sugar, 
formerly diverted to Japan, are now flowing mainly to China. It will be 
recalled (see Chapter 6) that Alanchuria supplied the greatest part of 
Japan's considerable imports of soy beans. The post-war economic chaos 
in Alanchuria has virtually stopped this flow. Thus I'.S. grain imports 
have in the post-war period come to replace the traditional sources of Japa- 
nese food imports. Nor can the gap be closed by the expansion of domestic 
output and the gradual elimination of imports. The limited arable land 
area and the expanding Japanese population combine as factors to make this 
hope pure wishful thinking on the part of the Japanese.’®" 


139 There has been some di->('U"-ion in ihc Japanese press of converting land used 
for non-food (industrial crops) to food jirodiiction. During 1930-34 the area devoted to 
industrial crops averaged slightly more than 750.0(K) hectares, or about 12 percent of the 
total area then under cultivation. In 1947 the area, in industrial crops was estimated at 
335,000 hectares, or 5 percent of the total cultivated land. To reduce this further could 
only be at the expense of mulbeny acreage and since the piTJceeds from an acre of 
mulberries can buy several times the volume of food that can be grown on the same 
area, even at present low silk prices, the proposal is not sound. See Outlook for Japa- 
nese AgricuUuTe, op. cii. pp. 11-12. 

Another approach has been the Japanese government’s 15-yeai* plan for the reclama- 
tion of 1,650,000 hectares (4,090.000 acres) beginning in 1945. Even assuming the suc- 
cessful completion of the plan by 1960. which is doubtful, the estimated grand total 
output, in terms of calories, would be 55,304 billion. The requirements of 92 million 
people, consuming the average base period caloric intake, are 72Ji32 billion. Hence an 
estimated deficit of 17.228 billion, or 25 percent of the food intake of Japan in 1960, 
can be expected. 
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Whereas the Japanese would have preferred rice imports by SCAP 
over the past three years, the U.S. has been sending gi'ains, as the following 
table showing selected food commodity unports indicates. 


TABLE 7S 

Sllected Food Commodity Imports 
(m metric ton.-) 


Period 

{,MonUily 

Rice 

Wheat 

Wheal Flour 

Corn 

Legumes 

Sugar 

Averages) 

1930-34 

. . . 142,000 

49,600 

506 

3,568 

69.400 

71,200 

1936 

. . . 163.519 

26,165 

lESl 

25,958 

76.455 

87,651 

1946 

1,309 

38.551 

81133 

7,405 

153 

123 

1947 

225 

67.495 

19.031 

34,661 

7.068 

3,496 

1948 » 

... 7 

60,300 

2.865 

0 

7,600 

45,100 


* Monthly average for first six months of j’car. 

Source: Japanese Economic Statistics, Bnlletm Xo. 23. SCAP-GHQ. Tokyo, July 1948, 
p.48. 


It has been estimated that food imports in 1947 to the extent of two mil- 
lion metric tons were required.^* Tlie Economic Stabilization Board in its 
five-year recovery plan estimated that, if four million metric tons of food 
imports are permitted in 1952, it will be possible to raise average per-capita 
food intake to 2,111 calories per day in 1952, almost the 1930-34 level. 
United States estimates of Japanese import requirements vary. The Over- 
seas Consultants’ Report concluded that Japan would require twelve million 
metric tons in 1953. The United States Government estimates fall be- 
tween the OCI and the Japanese figures. But regardless of whose estimate 
is accurate, it i« quite apparent that the basic problem of Japanese food 
production and supply is not domestic output, but rather how Japan is to 
finance the nece-sary volume of required food imports. 

Textiles 

The uncertainty over the reparations question and the early reluctance 
to encourage the rebuilding of industries which might aid future aggression 
led SCAP to concentrate on the revival of textiles, as the one ‘‘ safe " in- 
dustry whose products would be m demand in foreign markets and yield an 
export surplus, over and above the cost of raw materials, to pay for the large 
and costly food imports. A variety of measures were therefore adopted to 
increase output in the various textile branches, though the immediate bene- 
fits of increased production were not to be made directly available to the 
Japanese people, since exports had to be stimulated . at all costs. As we 
shall see, textiles have been Japan’s leading export in the last three years 


r^“See “Importation of Foreign Rice,” Tokyo Times, June 23, 1948. 

See “ Japanese Food Ration Levels, Indigenous Supplies Available for Consump- 
tion, and Import Requirements,” in 1948 Annual Report for Japan to Food and Agricul- 
lure Organization, op. cit., p. 5. 
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and the attempt is being made to have them retain this role over the post- 
war deeade. 

It was expected that silk would yield the greatest export surplus, since 
this had been the case in the pre-war period and since the raw material was 
entirely produced within Japan. The U.S. had been the principal market 
for Japanese raw silk exports in the thirties and since, in the post-war 
period, most of Japan’s purchases had to be made in the I'.S. because, among 
other reasons, needed materials were unavailable elsewhere, it was hoped 
that exports of silk to the U.S. would help settle the trade balance. Accord- 
ingly, during the first mouths of the occupation. SCAP took steps rigidly to 
control silk stocks of all kinds, encourage production of raw silk, restrict 
allocations of raw silk to the weaving industi’j' and sharply reduce domestic 
consumption in order to maximize exports of raw silk. On September 25, 
1945. SCAP ordered the freezing of all .-tocks of raw silk and its products. 
Releases could only be made with SCAP-GHQ approval.’'*- On October 11, 
1945, SCAP issued a directive revoking all regulation.* that had resulted in 
the reduction of mulberry areas.'*’ A five-year plan for incrca-^cd produc- 
tion of raw silk nas adopted which looked to a target outjrut in the last 
year of 272.000 bales. (Output was 89.424 bales in 1946 com))ared to a 
peak of 754,056 bales in 1934.1 *** Production of ^ilk staple, a wartime 
product made of short ,'ilk fiber cut from >kcins without regard to grade or 
denier, was prohibited after January 31. 1946,''*''' Until mirl-1947 only raw 
silk un.^iiitable for o.xiiort was made available to weavers anil of the cloth 
produced all that was suitable for export was so channeled. Previously, all 
stocks of silk fabric suitable for export had been set aside for shipment.’*® 
Thus a determined effort was made to regain for Japan its pre-war raw silk 
export position.'” 

Export sales were to be handled entirely by the United States Commer- 
cial Company (an RFC subsidiaiy! . Initial overpricing by this agency plus 
a permanent lack of interest in silk by the largest pre-war U.S. consumer, 
the hosiery industry, duo to the development of nylon, resulted in such 
disappointing sale.< that the price was .'haiidy reiluced from the initial figure 


Directive AG 091.3, Sorteinber 25. 1945 (SCAPIX 58). 

Directive AG 091.3, October II. 1945 (SCAPIN 120). Despite this order, it was 
reported that farmers continued to convert mulbeny land to food production because 
it was more profitable in view of the prevailing black-market prices for food. See Nihon 
Keiiai, October 1, 1946. 

’**See Sericulture in Japan, Katural Resources Section Report No. 76, SCAP-GHQ, 
Tokyo, April 25, 1947. 

Cutting reeled silk in tills fashion destroys much of its export value. 

1*8 Directive AG 423, April 25, 1946 (SCAPIN 901). 

’*’For a useful discussion, see "The Position of Silk in Japanese Exports," by John 
R. Stewart, in Pacific Afiairs, March 1948. 
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of approximately 810 per pound for the base grade, to $4.40 per pound on 
January 1, 1947. Lack of throning facilities in the U.S. and the fact that 
nylon had become incrca-'ingly available, and the continued overpricing of 
silk, reduced raw silk exports in 1947 to even lower levels than 1946 and led 
to an accumulation of stock in the hands of the USCC. E.xports fell from 
86,520 bales in 1946, to 17,273 in 1947 (compared to average exports of 516,- 
000 bales annually in the 1930-34 base period) . As this trend became evi- 
dent, SCAP acted to reverse it- previous policy. In July 1947 SCAP author- 
ized the release of 10,000 bales of raw silk a month to Japanese weavers foi 
manufacture into cloth, half for exirort and half for domestic consumption. 
The emphasis was shifted to fabric output and to stabilization of silk pro- 
duction at existing levels. Output was to be held at 10,000 bales a month 
(120,000 annually, or 16 percent of the 1930-34 level). 

In January 1948 SCAP's Foreign Trade office in New York took over 
sales of silk from the USCC and cut price- further.^^'* Partly because pur- 
chases had been withheld toward the end of 1947 in view of the anticipated 
price reduction and partly because of the comparative attractiveness of the 
new price, sales boomed. For the first six months of 1948 they totaled 71,- 
997 bales, while exports of raw silk from Japan were 53,674 bales, or three 
times the total for all of 1947.‘‘® Fabric exports have also risen though less 
sharply and are still far below tlic pre-war peak. They totaled 14.7 million 
yards in 1947 and based on the fir.-t six months of 1948 should total at least 
16.1 million yards in 1948. Thi- compares with 130.0 million yards in the 
peak year, 1935.^®® 

Because of a carryover of 215,000 bales of raw silk from 1947, even if 
raw silk exports should continue at the new higher level, with domestic con- 
sumption held to present low levels and annual output stabilized at 120,000 
bales, there will still be a carryover at the end of 1948. SCAP’s present 
concern is to work off the large inventory. While domestic demand is far 
in excess of current fabric output retained domestically, the decision as to 
whether mulberry acreage should be held to present levels or expanded 
would, from an economic viewpoint, hinge wholly upon probable export de- 
mand over the next few years. To expand mulberry acreage and thus re- 
duce food output to meet dome-tic textile needs does not seem logical, cer- 


lis The price for base-grade raw silk was reduced from S4.40 per pound to $2.65 per 
pound. This is virtually at pre-war levels, and in view of the increases in prices of 
other textiles, makes silk relatively attractive. It is possible, however, that when an 
exchange rate for Japan is set and costs of production calculated, such a price will prove 
to be too low for profitable operation. 

Wl Textile Information Bulletin No. 6, Textile Division, SCAP-GHQ, Tokyo, July 
12, 1948, p. 3. 

wo See Current Status of the Japanese Textile Industry, U.S. Department of State, 
Division of Research for Far East, Information Note 176A, unclaesified, Washington 
D.C.. July 8. 1948, p. 2. 
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tainly not in the next year or two. The earthquake in mid-1948 in Fukui 
and Ishikawa Prefectures struck at the heart of the silk and rayon weaving 
industry, damaging 38 percent of all looms in the region, which meant dam- 
aging 16 percent of all such looms in Japan. It seems probable therefore 
that for a year or two' raw silk supply will be in excess of weaving facili- 
ties.'"’ In the long run the detei'mining factor in Japanese silk output 
shoukl be, and probably will be, the e.xport demand, not domestic needs. 
IVitii the U.S. hosiery industry committed to nylon, and with the prospect 
of cotton and rayon prices being materially reduced over the next decade, 
the secular export outlook for silk does not appear favorable. 

Pertinent stati-tics on the Japanese silk position are as follows: 


Pfoduclion 

Kaw Stlk 
(in bales of 

1323 lbs.) 

Cloth 

(m million yards) 

1930^ Av 

Peak 

194« 

1947 

1948* 

718,080 

754.056 (19341 

89,424 

110,361 

112,692 

428.4 

637.1 (1942) 
44.0 

376 

1008“ 

SCAP e-t. for 1948'’ .... 

120.000 

lOOO 

Export 



1930-34 Av 

Peak 

1946 

1947 

1948* 

. . 516,000 

. , 560,577 (1931) 

86,520 

17,273 

107.348 

904 

130.0 (1935) 
9 

14.7 

16.1 


" Annual rate bu.-ed on actual figures for first six months of 194S. 

a Source is Textile Information Bulletin Xo. 5. SC.AP-GHQ, Tokyo, June 9, 1948. 

“Without adjustment for loi* of weaving capacity due to earthquake. 

Source: Current Statue oj Japaueite TeitiU lurlimlry. Division of Research for For East, 
Infomiation Xote Xo. 176.A. Washington. I'it. State Department, unclassified. 
July 8, 1948. 

.As a producer of export surpluses, rayon was second to silk. Less than 
half of its basic raw material rcf|uirement. rayon pulp, had to be im- 
ported.'"- Domestic sources provide rayon pulp that is usable for domestic 
consumption, but in order to manufacture exportable grades of rayon, Japan 
must import higher -quality pulp to the extent of about 50 percent of total 
pulp requirements. This means that the value added to the raw materials 
in the process of manufacturing rayon permits a substantial contribution 
to Japan’s foreign exchange po.“ition. In 1936, for example, Japan’s net 


i“* See Textile Information Bulletin Xo. 7, Textile Division. RCAP-GHQ, Augiiiit 
12, 1948. 

’•■’-By 1939, for example, domestic pulp output had increased sufficiently so that 
foreign pulp constituted 47 percent of the total pulp consumed. The loss of Sakhalin 
and Korea, which supplied much of Japan’s pulp in the thirties, may provide a tempor- 
ary setback but it seems likely that Japan can again develop pulp output to the 1939 
level in Hokkaido and Xorthem Honshu. 
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receipts from rayon exports over the cost of raw material imports were esti- 
mated at 170 million yen. 

Recovery in rayon, when measured from peak output, has been relatively 
slower than in other major textile branches. In part this was due to the coal 
shortage since it requires more coal to produce a ton of rayon than is re- 
quired to produce the same quantity of any other fiber.*’* Furthermore, 
since the end of the war. Japan’s rayon pulp imports have been negligible 
because of the world pulp shortage and because of inability to arrange for 
financing of such imports .until early 1948. While there is sufficient operable 
equipment to meet the current output goals, most of the Japanese rayon 
equipment is now obsolete in the light of worldwide improvements over the 
past decade, in which the Japanese, absorbed in tearing down their industry 
during the war, did not particijiatc. As a result the Japanc.-e raj'on industry 
is today a high-cost producer turning out a low-quality product.*®* This is 
a poor combination for export, ilodcriiization is the great requirement to- 
day, but the shortage of steel, the limited capacity of the Japanese tc.vtile 
machinery industry, and the priority which this industry has had to give to 
export orders first and then to cotton rehabilitation, have served to postpone 
the rebuilding of Japan’s rayon industry. Rayon production has also been 
restricted by critically short supplies of caustic soda, sulphuric acid and car- 
bon disulphide. Increased production of the former has lagged because of 
insufficient allocations of imported salt, while output of the latter two has 
been bottlenecked by the movement of pj’rites. 

SCAR has placed an interim limit on rayon capacity I both filament yarn 
and staple fiber) of 150.000 metric ton* (330.000,000 pounds) a year,*” 
This is approximately the figure which the first Textile ^Mission to Japan 
found in existence at the end of the war. Operable capacity, however, is at 
present about 175,000,000 pounds per annum, a figure well above 1948 out- 
put. Since the export demand, however, is for filament rayon, while three- 
fourths of the operable capacity is for staple fiber, there is a basic unbalance 
Avhich remains to be corrected.*’® Output in relation to the operable capac- 
ity figure may be seen from the following tabulation; 


133 The contrast is greatest with respect to cotton. It has been estimated that 
whereas 1.7 metric tons of coal, of average current Japanese quality, are required to spin 
rnd weave one ton of cotton yarn, 8 to 10 tons arc required to produce one ton of rayon. 
See “ Significance of Textiles in the .I.apanc^e Economy,” by Stanley Melimcr and Mar- 
guerite Crimmins, in Department of Slate Biillctiu, April 25, IMS. 

*’*See “Japanese Textiles Will Be Slow in Revival,” by .A. W. Jessitp,, in Textile 
H'o/fd. January 1918, p. 101. 

133SC.APIX 1600. See “The Rayon Industry,’’ in Nippon Times Monthly Journal 
oj Commerce and Industry, Vol. I, No. 2, Tokyo, September 15, 1948, pp. 16-20. 

133 SCAP’s goal of 330,000,000 lbs. capacity provides for such a correction by raising 
filament rayon to 181,500.000 pounds, or 55 percent of the total. 
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Rayon Output, Japan, 1930-48 


Rayon Yarn 
and Staple 
{in million lbs.) 


1930-34 av S2.6 

Peak 541.1 (1938) 

1946 29.6 

1947 36.4 

1948* 60.3 

SCAP est. for 1948 88.0 


Cloth 

(tn million yards) 

9 

1,5650 (1938) 

73.0 
783 

71.1 
82.0 


* Annual rate based on first six months. 

Source: “Current Status of the Japane.se Textile Industi-y,” U.S. Department of State, 
op. at., p. 3. 


Obviously, yarn and staple output in both 1947 and 1948 were less than 
half of reported operable capacity. On the basis of SCAP's requirement 
that 1(X) percent of the filament rayon that is produced be exported either 
as yarn or in cloth and that 40 percent of the rayon staple be exported, it 
was estimated that 32 million pounds of rayon would be exported in 1948.'“^ 
If achieved this would he over three times the 1947 figure of 9.9 million 
pounds exported, but only one-fourth of the 1940 peak of 122 million pounds. 
Since 1948 cloth output is expected to be roughly the same as in 1947, exports 
are also expected to run about at the same level. It is in the e.xport of rasmu 
fabric that the failure of the indu.«try to stage a comeback in the past three 
years is most apparent. Exports in 1947 were less than one percent (5.4 
million yds.1 of the 1936 peak of over 600 million yards. This was due 
to the fact that becau'c of a lack of high-grade imported pulp, most of the 
yarn and cloth produced was of very low quality unsuitable for export. Re- 
habilitation of the rayon and staple fiber industry would not only provide 
an inexpensive cloth for home consumption Imt find a better market abroad 
than silk and yield a greater export surplus than cotton,'-’® 

Despite the fact that the cotton textile industry was wholly dependent 
upon an imported ran niatei-ial and eoulil therefore yield far less than silk 
or rayon in the way of an export surplus, studies in Washington, the con- 
clusions of the first Textile Mission to Japan, and SCAP analyses held that 
of all Japan’s textile industries, cotton could be most easily rehabilitated. 
Possibly the existence in the United State.s of large government-held stocks 
of raw cotton influenced this determination. Tlie destniction of cotton tex- 
tile equipment during the war has previously been described (see Chapter 
6) . The post--war problem was how' to rebuild the industry again, though 
there was some debate as to the proper level to be set. Pauley recommended 


'’'See “ESB Economic Estimate for 1948 Fi.'val Year,” Asahi SIdmbun, Tokyo, 
September 6, 1948. 

158 Current Status oj the Japanese Textile Industry, op. cit., p. 3. 

158 For a discussion from a Japanese -viewpoint, see "Rayon and Staple Fiber,” 
Oriental Economist, Kov. 8, 1947, pp. 911-12; ibid., July 24, 1948, pp. 606-07; ibid., 
August 7, 1948, pp. 647-48. 
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reparations removal of cotton capacity in excess of three million spindles. 
The Overseas Consultants did not regard any textile facilities as available 
for reparations. The Anglo-American Cotton Textile Conference held in 
Manchester, England, in April 1948, recommended a limit of 3,500,000 
spindles. A SCAP directive in February 1947 authorized the rebuilding of 
the cotton-textile industry to 4 million spindles.’''" This was based on a 
SCAP study in which the calculation was somewhat as follows.’'”^ It was 
assumed that approximately 1,109,000,000 yards of fabric were required for 
domestic consumer use, based on an anticipated population of 80,000,000 
and consumption of 13.86 yards of fabric per capita (compared with 20 
yards in 1930-34) . Using a conversion factor of 3.3 yard- of fabric to the 
pound of yarn, this was equivalent to approximately 336.000,000 pounds of 
yarn.””’ Then yarn requirements for industrial uses were added, giving the 
resultant picture. 


10S0S4 PiOjioicJ level 

Pounds Pei Camta Pounds Pei Capita 


Consumer 372.000,000 5.7 336.000.000 42 

Industrial 90.000.000 15 01.560.000 1.15 

Total 462,000,000 7 2 427.56S.000 5,35 


To this was added the then current estimate of 258.000.000 lbs. of cotton 
products expected to be exported. Thus in order to produce 

258.000.000 pounds for export 

427.560.000 pounds for home use 

685.560.000 pounds total 

it was estimated that 3,500,000 spindles would be required.’®* Since it was 
considered advisable to allow some leeway above 3,500,000 to allow for ex- 
port expansion over the ensuing five years, a goal of 4 million spindles was 
set. Originally it was expected that this rehabilitation plan would be com- 
pleted by June 1949. Now the completion date has been set back to the 
end of 1949. Progress thus far under the occupation may be seen from the 
following tabulation. 


’“SCAPIN 1512, Februai,v 7. 1947 (AG 004.03 ESS/TD). 

uuSee “Japan’s Foreign Trade Indu«tiy Series No. 1— Cotton Textiles," in Nippon 
Times Monthly Jouinnl oj Finance and Commerce, Vol. 1, No. 1, Tokyo, August 15 
1948, pp. 16-21. 

This conversion factor was used because of the programmed emphasis on rela- 
tively heavier fabrics for work clothing, etc., and the elimination of lighter-weight 
luxury articles. 

168 This calculation was based on anticipated production of slightly under 200 
pounds of 208 yam per spindle a year, with operations of two Si hour shifts a day, 26 
days per month. 
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Cotton Capacity 
(in millions of spindles) 



Installed 

Operable 

Operatiriff 

1937 Peak 

122 

122 

9.0 

January 1, 1946 . . . 

22 

1.1 

3 

January 1, 1917 


2.4 

2.1 

January 1. 1948 . . . . 

2.9 

2.S 

1.7 

July 31, 1948 

3.2 

3.1 

2.2 


Due to the mounting inflation, the cost of this rehabilitation has been much 
greater than originally anticipated.’®^ In December 1946 SOAP permitted 
the “ Big Ten " cotton spinning companies jointly to borrow 600 million yen. 
In September 1947 they were given permission to borrow an additional 718 
million yen. and two additional loans in 1948 brought the total borro-wed by 
mid-year up to 2.8 billion yen. Continued financial difSculties found the 
companies unable to repay the first rehabilitation loan when it came due in 
mid-1948. 

In March 1947 SCAP directed that the " Big Ten ” cotton spinning com- 
panies be limited to the number of spindles reported as orvned by them on 
January 31, 1947. All outstanding orders and contracts for new spinning 
machinery were canceled as of the date of the directive and production of 
spinning machinery thereafter was made available only to small independent 
spinning companies.’®" This was done in order to prevent complete domina- 
tion of the industry by the “ Big Ten,” all of which were on the list of re- 
stricted concerns as Zaibatsu subsidiaries.’®® As of the effective date of the 
directive, the “ Big Ten ” claimed 3.6 million spindles. The small inde- 
pendent companies were invited to apply for registration of 334,464 spindles, 
the difference between the spindles owned by the “ Big Ten ” and four mil- 
lion maximum. Even this would give them only a very minor role in the 
industry.’®’ 

As may be seen in the table above on cotton capacity, operable spindles 
have, since the end of the war, been in excess of those actually operating. 


The “ Big Ten ’’ mills originally estimated that 1 3 billion yen would be required 
for the rehabilitation of their 3.6 million ajiindlcs. 

’“3SCAPIN 1562, JI.ivch 8, 1947, (AG 064.03 ESS/TD). Tokyo. 

1®® At the outbreak of the w ar in 1937 there were 82 companies in the cotton spin- 
ning field. By 1941 this had been reduced to 23, and by the end of the war, to the 
"Big Ten.” 

t®’ And would be difficult to achieve. SCAP noted : " Under inflationary conditions 
the difficulties of the smaller independents are particularly aggravated. Pursuant to 
instructions receii'cd from SCAP the Japanese Government has authorized 25 inde- 
pendent companies to install up to a total of 334,634 spindles. Approximately half of 
these spindles are already in existence, in greater or lesser degree of disrepair. The 
companies which must buy completely new equipment face the most difficult problem of 
all. since the machinery manufacturers are short of all raw materials and necessary fuel, 
and the prices are high. Export demand for spinning machinery has also tended to 
tighten the market.” 
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Oddly, this has been due partly to uncertainty over supplies of raw cotton 
and to a le=ser extent to shortages of fuel and power and financial and labor 
problems. It was not that tlic United States was unable to supply all the 
cotton Japan could u=c. The basic limitation was Japan’s ability to sell 
the fabricated cotton products in markets that would provide the dollars 
which Japan needed to pay for the raw cotton. Under the original contract 
concluded between SOAP, the Commodity Credit Corporation of the United 
States and the United States Commercial Company in February 1946, some 
915,000 bales of cotton were sent to Japan. The agreement provided that at 
least 60 percent of the finished yam and piece goods were to be sold by the 
USCC and the proceeds applied to the cost of the raw cotton. The agree- 
ment provided that the balance of the textiles could be used for domestic 
consumption, but the need to maximize foreign exchange receipts to pay for 
food and other essential imports led SCAP originally to hold domestic con- 
sumption to 20 percent of yam output. So rapidly did output respond to 
the increased import of cotton, increasing from an average of only 2.6 mil- 
lion pounds of yarn a month during the first half of 1946 to 20 million 
pounds in September 1946, and to a peak of 29.3 million pounds in June 
1947, that the percentage allotted to dome-tic consumption was raised to 30 
percent on July 1, 1947.'“® It had been expected that by June 30, 1947, 
when the CCC-USCC-SCAP agreement expired, arrangements would have 
materialized for private financing of raw cotton imports to Japan, but when 
this failed to eventuate, the agreement was extended in July 1947 to provide 
for an additional 360,000 bales of raw cotton and spinnable cotton waste. 
Slow repayment and difficulties in finding dollar markets for the cotton 
products held down the level of imports under the new interim agreement 
and led SCAP to seek other mcan« of financing imports. As of July 1948, 
SCAP still owed the CCC 48 million dollars. At the beginning of 1948 when 
SCAP Foreign Trade Division took over from the USCC, the previous pro- 
hibition against sale of Japanese cotton tc.xtiles for consumption within the 
United States was dropped. As imports of cotton slowed down, output 
dropped. In November 1947, for example, only 63 percent of operable 
spindles were being used, in contrast to 82 percent in peak June. SCAP 
concluded agreements with India and Pakistan whereby a modest amount of 
their cotton was imported.'”® In August 1947, the Occupied Japan Export- 


Officially this was done to provide additional quantities of yam for the manu- 
facture of essential industrial goods, particularly fish netting, belting, insulating mate- 
rials, etc. In addilion, the Japanese wcie allowed to retain 'all of the cotton waste pro- 
duced during the course of manufactuic. This amounts to some 12 percent of the weight 
of the raw cotton put into process. 

'““In 1946 all cotton imported was American; in 1947 Indian cotton represented 
28 percent of total cotton imports. Early in 1948 a trickle of imports of cotton from 
Egypt began. 
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Import Revolving Fund was created in Japan to utilize the $126,000,000 in 
gold and silver in SCAP’s custody as a credit base to finance imports, but 
the hoped-for private banking agreement to finance cotton shipments to 
Japan on the guarantee of this “ gold pot ’’ was not announced until April 
1948 and not approved by SCAP until June 1948.i^“ Growing impatient 
over the delay in cotton imports and in private financing, the Department 
of the Army in January 1948 began for the first time to procure raw cotton 
through the New York Quartermaster’s office as a direct Army responsibility. 
One of the many suggestions of the American Cotton Manufacturers’ Asso- 
ciation Textile Mission (headed by the late Dr. William Jacobs), which 
visited Japan in January 1948, was that the United States government es- 
tablish a revolving fund of $150,000,000 to finance shipments of raw cotton 
to Japan. This was done in mid-1948. Thus adequate financing facilities 
are now available to finance the importation of U.S. cotton providing Japa- 
nese cotton exports can be sold for dollars to repay either the Quartermaster, 
the revolving fund, or the syndicate of banks. Cotton imports over the post- 
war period have run as follows : 

JwANKSE Corros Impohts 
(in metric tons) 


Peiiod 

Quantity 

1930-34 av 

721312 

Penk-1936 

924316 

1946 

157,020 

1947 

102316 

1948* 

165,850 


* Annual rate based upon imports during fir^t six months. 

Exports of cotton textiles fell off sharply during the last half of 1947 be- 
cause of the growing shortage of dollar exchange in the sterling areas. Ship- 
ments against USCC contracts fell from 69 million yards in July to 15 mil- 
lion in October, and then to 8 million in December. The result was an ac- 
cumulation of inventory which by May 1948 had risen to almost 400 million 
yards. It was for this reason that the ban on sales of Japanese cotton tex- 
tiles for domestic consumption in the U,S. was lifted on January 1, 1948. A 
A'ariety of other measures were also taken. Alloeation of cotton yarn pro- 
duction to the Japanese for domestic consumption was raised from 30 to 40 
percent, effective April 1, 1948. In addition, a release to the Japanese of 
41,000,000 square yards of fabric was made which represented 10 percent of 
the cotton yarn production from October 1947 through March 1948. This, 
in effect, made the 40 percent allocation retroactive to October 1, 1947,”^ 


A 60 million dollar revolving credit to the Occupied Japan Export-Import Fund 
was established. The US. Export-Import Bank contributed $29 million, the Chase Na- 
tional Bank, National City Bank and Bank of America, $10 million each, and the J. 
Henry Schroeder Banking Corporation, SI million. 

tti Textile Infonnation Bulletin No. 6, op. cit., p. 2. 



THE ECONOMY VNDES OCCUPATION 


489 


In April 1948 the CCC contracts were modified to permit eotton goods made 
from CCC cotto'n to bo bartered for other commodities or .'Old for currencies 
other than dollars, at SCAP’s di>cretion. Thereupon SCAP relaxed the 
terms of sale to the steiling areas and to other traditional Japanese textile 
markets. By niid-1948 cotton textile sales to the sterling bloc could be paid 
for entirely in sterling while sales to those countries having open account 
arrangements with SCAP (but outside the sterling area I could be settled 50 
percent in dollars and 50 percent in aceeidable commodities. Naturally, 
under these circumstances exports inerensed.''- But the basic problem still 
remains unsolved. 

If Japan continues to import 75 percent of her raw cotton from the 
United States, and the now financing methods involving revolving funds re- 
quire ultimate payment in dollars for the raw cotton, while the fabricated 
products are sold chiefly in non-dollar areas, the revival of the cotton textile 
industry will involve Japan increasingly in financial maladjustments.”^ 
■While in 1947 cotton yarn and fabric exports accounted for 60 percent of 
Japan’s total exports by value, and over the next five years cotton textiles 
arc expected to remain the largest single export item, the long-run outlook 
is not favorable.”^ The large prewar market in the sterling area has 
already been partially lost — India, for example, has become virtually self- 
sufficient ill textile output — and will jirobably make >trcnuous efforts to be- 
come entirely self-sufficient over the next five years. If China remains in a 


Japan d collon cloth o^porl•^ in 1047 lotjilo*! 360.0 million yiniU. compared to a 
peak of 2,980.1 million in 1935. In June 1948 export .«ulc' of cotton cloth amounted to 
144.2 million yard.®, bringing the total for tlie fiivl half of 1948 up to 215.8 million yards. 
Export.s of cotton yarn totaled 23.4 million pounds in 1947 eoniparod to 83.3 million in 
peak 1939. Yarn cxi»ort -ale*- for .luno 1948 woic* 4.3 million pounds, bringing the total 
for the fiiM 'ix months of 1948 ui> lo 7.1 million pounrK On a value ba^is cotton textile 
rliipmonts in 1947 umouiitcd to 8103 imiliun n'hilo for I94S (tliroudi Sept. 30) llioy wore 
S75 million or at an annual lalc '•lightly below 1947 c\i)orl bliipmonl'. Unsold .-locks 
were valued at 889 million on Dvroinbor 31. 1947. but on Sej^tembor 30. 1948, amounted 
to $66 niilUon afloi' Mibs-lanlial alloi'alion- of tiiii>hod textile produfl- for con>umptioa 
in Japan. 

’“3 If U.S. taking^ of raw nlk or ^^lk fabric-^ givatly increased, the problem would 
be eased, for Japan would then in effect lie able to continue the prewar practice of ex- 
changing her raw silk for our raw cotton. One of the members of the American Cotton 
Textile Manufacturers As.«oeiation Mi«ion to Japan has &uggo^(ed that the problem 
be solved by a ilii-ec-way trade whereby Jai)anc-o textile.? be exchanged for tropical 
products, w’hicli in turn can be sold to the Unitwl Stales for dollar?. See speech by 
Donald Comer, head of Avondale Mills, as i-ejKjrled in Ihc'Daily Nem Record, August 
3, 1948. This proposal, ho>YOver. seems to ignore the .fact that Japan must meet her own 
requirements for tropical products by shipping something, probably textiles, and that 
the capacity of the countries which supply titipical products to absorb textile imports is 
limited. 

See Nippon Seni Sfeimbim, Feb. 2, 1948. Also Summotion oj Non-MiliUiry Ac~ 
iivUies in Japan, No. 29, Februaiy 1948, p. 205. 
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state of confusion and chaos, Japan will not be able either to buj' raw cotton, 
or sell fabricated cotton textiles in that market in any significant degree. If 
the economy is stabilized, China will probably want to retain as much of its 
raw cotton as possible for fabrication in its own mills. The Philippines are 
likely to meet their own requirements. Korea will undoubtedly attempt to 
minimize imports from Japan. Britain will probably supply Burma, Malaya 
and the African colonies. The outlook, therefore, over the long run in 
Japan’s prewar cotton te.xtile markets, is unfavorable. 

The production record of Japanese cotton textile products during the first 
three years of the occupation has been as follows; 

OCTPUT OF CoTTOX TkXTILK PftOOUCTS, J.VPAX. 1030-4S 

I'ajn Fabric 

(in million puuud») (in million yards) 


1930-34 av 1158.0 2,703.6 

Peak-1937 1586.4 4.826.4 

1946 129.1 241.7 

1947 269.2 6623 

1948 ♦ 277.7 8533 


•Annual mto liasod on fir*=t ?ix iiionlha’ aclual outimt. 

Source: Japanese Economic Stalislics, Bulletin No. 23. July 1948, op. cit., p. 31. 

It must be remembered that only a small jiercentage of this output was 
made available to Japanese consumers. Of the 1947 yarn output only 65.4 
million pounds, or 24 percent, was allocated domestically, while of the cloth 
output only 82 million yards, or 12 percent, was for domestic consumption. 
During the last half of 1947 a good deal of the yarn was hoarded by weavers 
in anticipation of higher prices and over the same period the cloth accumu- 
lated as inventory waited for foreign sale. Whereas in the base period, 
1930-34, the per-capita consumption of cotton for all uses was 6.8 pounds, in 
1947 it was only 1.2 pounds,*’^ In Anew of the fact that the revival of 
Japan's cotton textile industry has not only not benefited Japanese con- 
sumers greatly, nor improved Japan’s international financial position, but 
actually created a dollar problem of significant proportions, the ivisdom of 
the great concentration of effort in this field would appear to be question- 
able.’'“ 

Ambitious plans for revival of the Japanese wool industry have until 
A^ery recently been held back by difficulty in arranging for raw wool imports. 
The industry coasted along after the war, utilizing the wool stockpile which 
the military had hoarded during the Avar, but when this supply ran out in 
the latter half of 1947, output of both yarn and cloth began to fall off and 
the industry operated on a day-to-day basis, utilizing wool ii'aste. SCAB 
was unable to arrange for wool imports in 1946 or 1947 except for one ship- 

l^®See Current Stains oj Ike Japanese Textile Industry, op. eil., p. 2, 

w® Current shrinking export markets for cotton textiles and declining cotton prices 
would appear to reinfoi’ce this view. 
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ment of 7,481 bales of Australian wool, which arrived in June 1947. During 
the first half of 1948, however, a barter arrangement was worked out with 
Australia and New Zealand for the exchange of raw wool for Japanese silk 
and rayon, while purchases wei’e also made of South African and South 
American wool. Approximately 9.8 million pounds were imported during 
the first half of 1948, mostly from South Africa, and yarn and cloth output 
is expected to respond. Production has been as follows: 

Jap.ixese Woolen-Wohsiei) Pboduction, 1930-4S 

Korn Cloth 

(in million lbs.) (inmilUonyds.) 


1930-34 av 93.7 263.6 

Peak 155.0(1936) 3225(1935) 

1946 28.1 22.9 

1947 26.2 21.1 

1948* 22.3 24.6 


* Annual rate based on 6rst half. 

Source; Japanese Economic Statistics, Bulletin No. 23, op. cit., p. 31. 

The SCAP program for rehabilitation of the industry aims at production 
goals close to the prewar peaks.*” Output is to be raised to 130 million 
pounds of yarn compared to 165 million at the prewar peak, and the export 
goal for yarn is 5.8 million pounds compared to a peak of 8.0 million in 1939, 
while for cloth it is 30.2 million yards compared to 38.1 million in peak 1936. 
Exports in 1947 were only 0.3 million pounds of yarn and 0.9 million yards 
of cloth. Because the projected program would require an annual import 
of 665,000 bales of raw wool, and since China, Manchuria and Korea, 
Japan’s most important prewar woolen markets, are now beset by economic 
and political difiiculties, it would appear that the program is somewhat un- 
realistic. The same attempt has been made in wool as in cotton, to hold 
down domestic consumption and maximize exports, but it has been even less 
successful in wool. It was found that the industry was not producing a 
product that was salable in current export markets, and thus SCAP was 
forced to allow the output to be consumed at home.**® Now the industry 
has been instructed to allow export buyers to specify colors and patterns in 
advance of manufacture and SCAP hopes to reduce domestic consumption 
in 1948 to less than 1947 levels.*™ 


*'*See “Five Year Rehabilitation Plan,” Monthly Circnlar, Mitsubishi Economic 
Research Institute, No. 223, Tokyo, June 1948, pp. 18-25. 

tts It has been reported that in a number of fields the Japanese have been produc- 
ing a product slightly below export standards, so that output rejected for export may be 
sold domestically at high yen prices. Since the Japanese expect UE. GARIOA and 
EROA funds to bridge the deficit between exports and imports, the incentive to export 
is not as great as it might be if the Japanese were on their own. 

178 See Nippon Seni Shimbun, February 10, 1948. 
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The overall pattern of Japanese textile consumption may be seen in 
Table 78. While Japanese plans look to the recovery of 1930-34 levels of 


TABLE 79 

Jafaxese Per-Capit\ Con sumption op Textiles for All Uses, 1930-48 
(in T)Oimd&) 


Year 

All 7'cxliles 

Colton 

Silk 

Rayon 

Woolen and 
Worsted 

1930-34 av 

8.7 

68 

0.35 

0.42 

0.90 

1945 

1.1 

0.5 

0.11 

0.11 

0.18 

1046 

2.6 

12 

0.01 

0.50 

0.39 

1947 

27 

12 

084 

0.27 

0.40 

1948 (SCAR eat.) . 

31 

18 

0.14 

0.25 

085 


Soui-ce: Cuneni Sialus uj the Japanese Textile Industry, Diviqon of Research for Far 
East, Infomiation Note Iso. 176A, U.S. Department of State. Washington, July 
8, 1948. imclos'-ified. 


consumption by 1952-53, U.S. estimate^ arc Ic's optimistic. The whole prob- 
lem revolves around the export-imijort relationship rather than upon do- 
mestic production capacity. Is the Japanc-sc textile industry still a low-cost 
producer? Can it regain and hold its prewar markets? Over the past three 
years it has been be.-et by labor and financial troubles.'®" Output at a small 
percent of capacity is ahvay> co'tly. .\n uncertain supply of raw materials 
and poor allocation of those received have retarded planning of output and 
thus raised production costs. A world-wide marketing organization no longer 
exists. Technically the industry Ini' fallen behind progress in 'other coun- 
tries. Output in -ome former market' ha« been stepped up, while in others 
economic chaos prevail'. Nationalism is 'trongcr, competition keener. Ex- 
port markets for textiles are contracting and prices dropping. Because of 
the inflation and the lack of an exchange rate it is still too early to deter- 
mine whether Japan i' now a low- or high-cost textile producer. It seems 
safe to hazard the gue-s. however, that she is a higher-cost producer than 
before the war. even at full capacity operation. And it is also likely that the 
Japanese textile industry will not, within the next decade, if ever, regain 
the world-wide role it had from 1930 to 1938. To base plan^ for Japanese 
revival, thei'efore. largely upon textile' would be a grave error. 

Foreign Trade 

Japan's trade, like her production, in the first three years under the oc- 
cupation has been very small compared to prewar levels. Imports have been 
dominated by foodstuffs, exports by textiles, though the fonner have far 
exceeded the latter in value, resulting in a large unfavorable balance which 
has been largely financed by U.S. grants under GARIOA (Government and 


180 for a discussion, see Nippon Boseki Geppo (monthly report of the Japanese 
Cotton Spinners Association), September 1947. Also monthly letters on “ Japanese Eco- 
nomic Conditions," Research Department. Sanwa Bank, Osaka, No. 1, April 1948, No. 2, 
May 1948. 
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Relief in Occupied Areas) . Imports have come mainly from the United 
States, while recently exports have been going largely to Far Eastern areas 
and to the sterling bloc. An exchange rate has not been set. Instead a com- 
plicated series of implicit, multiple rates, which vary from time to time de- 
pending on both Japanese costs and prevailing world market prices, have 
been established. Controlled by SCAP, all trade was originally on a 
government-to-government basis, but steps have gradually been taken slowdy 
to restore it to private hands. 


TABLE SO 

Jjip.tN’s Commodity Tiude, 1030-34 and 1047 
(Values in millions of US. dollars, 1947 prices) 
A. Import-s 



1930-34 


mr 

1947 as 


... 

Percoit 


Percent 

Percent of 



of Total 


o} Total 

1930-34 

Raw cotton 

450 

243 

70 

133 

15.6 

Other textile hbci's 

163 

83 

13 

2.5 

8.0 

Metal manufactures 

43 

23 

7 

13 

16.3 

Ores & metals 

123 

6.6 

1 

0.2 

03 

Petroleum & petroleum products . 

45 

2.4 

38 

7.2 

84.4 

Coal 

55 

3.0 

a 


0.6 

Other mineral products 

21 

1.1 

14 

2.7 

66.6 

Lumber & paper products 

127 

6.9 

2 

0.4 

1.6 

FertiliMrs 

56 

3.0 

67 

12.7 

119.6 

Chemicals & drugs 

40 

23 

7 

13 

17.5 

Foodstuffs 

498 

26.9 

295 

56.1 

59.2 

Fats & oils 

16 

0.9 

5 

1.0 

313 

All other 

215 

11.6 

7 

1.3 

33 

Total 

1850 

100.0 

526 

100.0 

28.4 


B. Exports 




Exports 






Silk silk goods 

360 

19.7 

17 

9.7 

4.7 

Cotton goods 

510 

27.9 

105 

60.4 

205 

other textiles 

330 

18.1 

11 

63 

33 

Ores & metals 

40 

23 

5 

2.9 

125 

Machinery metal products . . . . 

140 

7.7 

7 

4.0 

5.0 

Chemicals, paints and drugs 

45 

25 

2 

1.1 

4.4- 

Handicraft, toys and sundries 

35 

1.9 

n 



Fats & oils 

23 

13 

1 

0.6 

43 

Processed foods 

170 

93 

4 

2.3 

23 

All other 

174 

9.5 

22 

12.7 

12.7 

Total 

1827 

100.0 

174 

100.0 

95 


♦ Values expressed in 1947 prices. 

1 Less than $500,000. 

Sources: 1930-34— computed from data in Nippon Goikoku Boeki Nempo (Annual Re- 
turns of the Foreign Trade of Japan), respective years. 1947— Siimmafion, No. 
29, Tokyo, Februaiy 1948, pp. 2()4-07. 

Japan’s exports in 1947 were approximately 10 percent of the 1930-34 
level. Imports in 1947 were only a little over a quarter of the base-period 
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average.^*^ Fooclituffs. which in 1947 constituted about Imlf of the total as 
compared to only about a quarter in 1930-34, came to less than 60 percent 
of their 1930-34 average. IVhile cotton goods constituted the largest single 
export item in both 1930-34 and 1947, they represented about 30 percent of 
exports in the base period compared with 60 percent in 1947. This may be 
seen in Table 79. 

In the 1930-34 period Japan obtained 24 percent of her imports from the 
U.S. and 53 percent from Asia (excluding Australia) , and shipped 23 per- 
cent of her exports to the U.S., 60 percent to Asia. In 1947 Japan obtained 
92 percent of her imports from the US. and only 6 percent from Asia, while 
she shipped only 12 percent of her exports to the U.S. and 66 percent to Asia. 
This may be seen from Table 80. 


TABLE SI 

Asea Distribction of Japan's Foscion Trade, 1930-JS 
(in percent) 


I930-3i End of War lo Pint half 

Area Average End of 19-16 IBjS 


Imports Exports Imports Exports Imports Exports Imports Exports 
United States . 24 23 95 63 92 12 72 22 

Asia* 53 60 4 35 6 66 13 65 

Other 23 17 1 2 2 22 15 13 


* Does not include .Australia. 

To state the situation in another way: in 1936, 20 percent of the export 
trade of other Far Eastern countries and 30 percent of their import trade 
were with Japan. In 1947, however. Far Eastern countries sent only about 
one percent of their exports to Japan and received only about three percent 
of their imports from Japan. Thus one of the basic corrections in the future 
readjustment of Japan's trade will probably be to lessen dependence on U.S. 
imports and increase purchase^ from Japan normal market, Asia.^®- 


lai One JapaneAp pa])Pr declared; ‘‘The outstanding feature of postwar Japa- 
nese economy is the drastic reduction of foreign trade. In order to enable the 80 mil- 
lion Japanese people to maintain the same living standard of the 1930-34 period level, 
Japan must import annually commodities worth over two billion dollars. But the im- 
ports of last year amounted to only 526 million dollars, or 25 percent of the necessary 
amount.” See Kahoku Shimpa, Sendai. April 21. 1048. p. 1. 

182 EC.AFE summed up the situation in the following points : 

“ (a) Since the end of the war. Japan’s imports of food, fertiliaers, i)Ctroleum. raw 
cotton and mosi other comrnodities have come predominantly from the United States; 

“ (b) As a result, countries in the region (.Asia) have not had available adequate 
funds arising from proceeds of exports to Japan with which to purchase Japanese capital 
goods ; 

“ (c) The general dollar shortage in the region has prevented extensive purchases of 
Japanese capital goods with dollars earned from other sources. 

“ (d) To the extent that sources of supply can be shifted from the United States 
to the countries of the region, the ability of ECAFE countries to purchase capital goods 
from Japan with current foreign exchange earnings is increased. 
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.lapan has had a relativel 3 ' large adverse trade balance since the sur- 
render. From the end of the tvar to the end of 1946 imports were ?300 mil- 
lion and exports $120 million, the deficit being $180 million. For 1947, im- 
ports totaled $526 million, exports were $174 million, and resultant deficit 
$352 million. During the first half of 1948 imports amounted to $348 mil- 
lion. exports to $77 million, and the deficit to $271 million.'®* Thus over 
the first three j’ears of the occupation the total foreign trade deficit 
amounted to $796 million, which was largely financed bj' the U.S. appropria- 
tions for government and relief in occupied areas (GARIOA) . 

Obviously, because of the low level of output, Japan has not been ship- 
ping enough goods abroad to pay for her nccessaiy imports (principally 
food, fuel and fertilizer), so that continuing U.S. expenditures have been 
necessary to prevent " disease and unrest.” To lessen this dependence it 
will be necessary to rai.-e the whole level of Japanese exports and imports. 
But with the loss of traditional markets and sources of supply due to 
political and economic chaos in China, Manchuria, Korea. Burma, etc., and 
to hostility in Australia, the Philippines, etc., this will be difficult to do.'®* 
While several of the proposed recoverj- plans tor Japan contemplate an 
" export surplus ” by 1952-53, this seems most unlikely, unless there is a 
very r,apid development of Japanese production of metals, tools, electrical 
and communication equipment, bicycles, automobiles, pots, pans, radios, 
mining and textile machinery, oil drilling equipment, railroad rolling stock, 
chemical products, etc. (all of which yield a much larger differential between 
final selling price and cost of raw materials than do textiles) '®® and an unex- 


“ (e) The basic potentialities of obtaining capital goods from Japan, however, are 
hardly beginning to be realized.” 

See Report on Action Taken on the Remhttton (E/CS .11/115) Concerning the 
Japmieee Economy, Economic Commission for Asia and the Far East. United Nations, 
Economic and Social Council, Shanghai, October 19, 1948. 

183“ Far Eastern Trade — 1948.” by John E. Fields, in Far Eastern Survey, Septem- 
ber 22, 1948, pp. 209-15. See also Summation of Kon-Military Acthilies in Japan, No. 
35, August 1948, pp. 189-192. tVith this issue SCAP discontinued publication of the 
monthly summations. 

1*1 See “Unfavorable Trade Balance Must Be Rectified,” Nihon Keizai, April 10, 
1948. Also " Economic Independence and Export,” by Yoshida, Ichiro, in Kogyo, June 
28, 1948. 

lecin the prewar period (1936) China, Korea, Formosa, Manchuria and Sakhalin 
supplied approximately 35 percent of Japan’s imports— most of its foodstuffs, salt, coal, 
iron ore, lumber and pulp— and took about 45 percent of Japan’s exports. &e “ Trade 
Board Stresses Former Markets,” Tokyo Shimbwn, April 11. 1948. Also, " The Trend 
of Japan’s Trade with China,” Hompo Zaikoi Josei, Febraary 1946. 

186 Yoshida declares; ‘‘As Japan lacks raw materials, she must depend upon their 
importation in order to export processed articles. The e.xportation of highly processed 
articles, therefore, is more profitable and desirable in obtaining dollars than that of 
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pected increase of consuming power in Japan's traditional markets in the 
Orient. The hard reality for American policy in the Far East is that to 
allow Japan to regain Asian industrial preeminence, and thereby to expand 
her export trade, may incur the di.spleasure and enmity of other Asian coun- 
tries,'®^ while the failure to do so will require continued support and aid, 
because of the fear that in the absence of such aid Japan might fall into the 
Soviet orbit. 

On a more technical level arc question* of how Japan’s trade is to be 
conducted and how it is to be financed. The basic initial post-surrender 
directive to SCAP gave him complete control of Japan’s foreign trade and 
provided, among other things, that all proceeds of exports shall be con- 
trolled by you and made available in the first place for approved imports.” 
Accordingly all trade was originally placed on a government-to-government 
basis with SCAP acting for Japan. The United States Commercial Com- 
pany was designated to act for SCAP in sales of goods abroad while the 
Japanese government established the Bocki Cho (Trade Board) to purchase 
all goods for export from Japanese producer* and to sell all imported goods. 
No single exchange rate was set but a complicated substitute system 
adopted. 


coarse manufactured good*. In olhci woril*. the calue of yen s|icnt for obluining dollars 
through export must be lower in llir ca-i' of higlily procewd articles than in that of 
coarse goods.” Sec “ Economic Indciicndcncc and Export,” in Kogyo, June 28. 1948. 

181 For example, the ilanUn Timif, on May 7. 1948. declared cilitorially : “Is there 
any reason why the Pliilippino Republic, with all its juft and liglilful sympathy for tlje 
American taxpayer, should agree to a deal under winch the Japanese will profit and 
prosper and the Philippines will renmin on the old colonial basi' of pro\ iding basic and 
strategic materials to a former enemy in exchange for the modern equivalent of gla.ss 
beads, brass rings and hand mirrors? Espceinlly when the Philippines ran make its own 
glass beads, bra-s rings and hand minois." 

Chinese comments have been much more explicit, while even llie Australians liave 
expressed a restrained disapproial. For (‘.xample. the Melbourne Age declared: 

“ It was determined by the (iicai Powers at Yalta, and later in llic British Common- 
wealth discussions at Canberra, that in a mililaiy sense, Japan should not bo allowed to 
menace the peace of the world again. Corre.sponding .safeguards will now be neccssaiy 
to insure against a revival of Japane-r expoil trade of a kind that could again threaten 
the soundly conducted industries of Britain liy ininoiis competition from inferior Japa- 
nese manufactures dumped at a fraction of tlic cost of production under improper "tand- 
ards. To this extent military and economic recurity are intcriTlaled and .Australia, no 
less than Britain, must continue to exercise strict vinilancc again.*! the dangers inherent 
in the resumption of large-scale trade with Jaijan,” " Need for Vigilance in Trade with 
Japan,” Febinary 24, 1948. 

On the other hand ECAFE ha* re-olved “ that the Governments in the ECAFE 
region give immediate consideration to the possibility of entering into working arrange- 
ments with Japan for the supply of capital goods, materials and consumer goods needed 
by them” and has prepared a tabulation of “Japan’s Manufacturing Capacity for 
Capital Goods " and " Imports Nendetl by Japan and Potentially Available in Asia and 
the Far East.” 
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Stated as simply as possible, Japanese foreign trade operates upon the 
basis of multiple exchange rates, utilizing two separate trade funds, a dollar 
account maintained by SCAP and a yen account in the hands of Boeki Cho. 
The determination of any of the numerous yen-dollar ratios works in the 
following manner. The Boeki Cho deterniines the unit cost of production 
of a particular article.’®'* If it costs 6,000 X'en to produce a bicycle in Japan, 
SCAP determines what the bicycle will bring, in dollars, in world markets. 
Assume the figure is $20. Thus an equivalence of value between 6,000 yen 
and $20 is established, or a j’en-dollar ratio of 300 to 1 for bicycles.’®® The 
e.xporter of the bicycle is paid 6,000 yen from the yen fund of Boeki Cho, 
that is, from the Foreign Trade Revolving Fund. M'licn the bicycle is sold 
abroad the proceeds ($20) go into the SCAP dollar account. Funds in the 
dollar account are used to purchase essential imports, the yen returns from 
the sale of which, within Japan, go into and replenish the Foreign Trade 
Revolving Fund. 

Thus the dollar fund is depleted bj' imports and replenished by exports 
while the yen fund is diminished by purchase of goods for export and re- 
vived by yen proceeds from the sale of imported goods. Since the yen prices 
of imported goods, particularly foodstuffs, have been kept artificially low 
in order to subsidize consumers and hold prices down, while prices paid for 
export goods have been high since they cover current costs of production, 
however high, the yen fund has constantly operated with a deficit, which has 
had to be made good each year by a government budget appropriation. 
Thus both the multiple exchange rate system and the method of handling 
the yen trade fund have contributed to the inflation, the former by recogniz- 
ing and meeting export goods production costs, no matter how high, the 
latter by contributing to the budget deficit and thereby causing further note 
issue expansion.’®® That a single exchange rate w'ould bring into line or 
drive out of business the high-cost export goods producers on the one hand, 
and cause import goods prices to rise somewhat, thereby absorbing more of 
the surplus funds in circulation, and at the same time balance the yen trade 
fund and stop the deficits, is recognized by Japanese economists, but they 
fear the possible deflationary impact of such a single rate.’®’ It would bring 
on, they hold, a stabilization crisis, thereby creating unrest and disturbing 
the reputation of the occupation. That it would tend to limit the inflation 
by helping to bring Japan’s internal price .-ti-ucturc into line with world mar- 


’88 Including on allowable profit. 

’88 For an approximate tabulation of j-cn-dollar ratios, ranging from 66 for canned 
bamboo shoots to 600 for lacquerware, see “Yen-Dollar Rates for Selected Export- 
Commodities, Sept.-Dee. 1947,” in Nippon Times, February 19, 1948. 

’8® See “ Foreign Trade Account.” Oriental Economist, July 17, 1948, pp. 581-82. 

’“’See “Single Exchange Rate and Export,” Oriental Economist, Sept. 4, 1948, 
p. 732 ; also “ Single Exchange Rate Issue,” itn'd., August 21, 1948, p. 874. 
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kets, is not denied. It is preeiselj’ what is feared. It may then be found 
that in many lines Japan is a high-cost producer and cannot compete in 
world markets, thereby further unbalancing exports and imports. But this 
must ultimately be known and the necessary readjustment accomplished if 
Japan is to regain a permanent realistic role in world trade. The present 
condition of constantly increasing multiple exchange rates would, if Japan 
were a sovereign power engaging in this practice on her own, receive the 
strongest condemnation from the International Monetary Fund, for it 
amounts to nothing more than continued di'guiscd devaluation. At the pres- 
ent time there appears to be no effective check on the cost analysis by which 
Boeki Cho determines the yen purchase price for export good=. This permits 
producers of export goods to pay black-market prices for raw materials and 
pirate workers from other fields by offering increasingly higher wages, 
thereby inflating costs and further contributing to inflation. 

GARIOA funds have been used for food, fertilizer, petroleum and 
medical supplies, but not for industrial raw materials. By mid-1948 it is 
estimated that more than one billion dollars had been expended in this 
fashion for Japan. More recently the U.S. Congress has provided EROA 
(Economic Rehabilitation Occupied Ai’cas) funds in small amounts for 
Japan, but such appropriations are likely to increase. The establishment 
of OJEIRF in August 1947, and the subsequent establishment of the various 
raw cotton import revolving funds, were discussed previously Since so 
great a part of Japan’s import® presently come from the United States while 
exports go to non-dollar areas, if Japan is to pay, either convertibility must 
be maintained or Japan must shift her imports to non-dollar areas. SCAP 
has acted in several ways to solve this problem. 

When Britain suspended the convertibility of sterling in August 1946, 
SCAP was confronted with a dilemma. Textiles, if disposed of in traditional 
Japanese markets in Asian sterling countries, would no longer provide the 
dollars to pay for the raw material®. A serie® of agreciucnts were accord- 
ingly negotiated, beginning Xovember 15, 1947, and extending over a year, 
which ultimately provided that sterling area purchases could be paid for 100 
percent in sterling, with the added provision that SCAP could convert ster- 


102 OJEIRF was established to 6nancc not only raw cotton but other necessary raw 
materials imports. In order to avoid depicting the fund, however, purchases must be so 
placed as to result in manufactuicd goods which can in turn be exported to pay the cost 
of the raw material imports (old link system). Because of the present non- 
convertibility of many currencies, this will necessitate, in many cases, exporting suffi- 
cient goods to each country or area to pay for materials purchased from that area. 
See “Occupied Japan Export-Import Revolving Fund,” in Monthly Survey, Bank of 
Tokyo, January 1948, Vol. 2, No. 1; also ibid., Vol. 2, No, 4, April 1948. By October 
1948 $20 million raw cotton credits had been extended to the Fund by American banks, 
but thereafter it was anticipated that SCAP would rely more heavily upon the $150 mil- 
lion UB. Raw Materials Revolving Fund established by Pi. 820 (80th Congress— the 
Eastland Bill) because of the more favorable terms permitted. 
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ling balances to dollars every six months only if a surplus of sterling accu- 
mulated n-hich SCAP could not reasonably be expected to utilize within the 
sterling area over an appreciable period of time. Aside from the superior 
negotiating ability of the British, the theory was that Japanese purchases 
of raw matei’ials, such as rubber, tin, jute, etc. from the sterling area on open 
account, would be offset by sales of textiles, and possibly ultimately a por- 
tion of the raw materials acquired by Japan could be resold to the U.S. for 
dollars with which to pay for raw cotton.*"® 

Furthermore, SCAP has also entered into simple open trading agree- 
ments with a number of governments. The agreements provide for the ex- 
change of commodities without specification as to types or quantities. 
Settlement in U.S. dollars or in other currencies acceptable to SCAP is to 
be made semi-annually. Negotiations are currently in progress for a num- 
ber of comprehensive trade agreements which will include schedules of com- 
modities to be exchanged. 

An example of an open account trading agreement may be seen in the 
following description of the Financial Arrangement for Trade Between the 
Kingdom of the Netherlands and Occupied Japan.” 

The arrangement, pending authentication by the Government of the 
Netherlands, provides that all trade, both government and private, shall be 
conducted on an open account basis, and that an open account shall be 
maintained in terms of U.S. dollars by the Foreign Trade and Commei'ce 
Division of the Economic and Scientific Section, and by the Netherlands 
Trading Society and the Netherland-India Commercial Bank on behalf of 
the Kingdom of the Netherlands. Exports from Japan to the Netherlands 
shall be listed as credits in this account and all imports into Japan from the 
Netherlands as debits therein. In addition, the present debits and credits of 
open account trade between the Netherlands Military ilission and Japan 
shall be incorporated in this account. Settlement of the account is to be 
effected by offsetting the debits and credits of the account as of June 30 and 
December 31 of each year during the term of the agreement. After recon- 
ciliation of accounts, payment of the net credit balance due is to be made to 
the recipient in U.S. dollars or such other currency as may be acceptable to 
the Government of the Netherlands and to the Supreme Commander for 
Allied Powers or his successor.*"* 

Similar arrangements have been concluded with China, French Indo- 
China, India, etc., while barter agreements have been negotiated with India, 


*"®See “Trade with Sterling Bloc,” by Mori. Hiroshi, in Oriental Economiat, 
August 21, 1948, p. 685. For example, a Memorandum of Undeistanding dated August 
11, 1948, provided that Japan would exchange .specified conjmodities valued at approxi- 
mately SI22 million with the United Kingdom and its sterling orbit but no participant 
was bound to types or quantities of goods, in fact. The agreement was for the period 
to June 30, 1949. 

*"* “ Financial Arrangement for Trade Between the Kingdom of the Netherlands 
and Occupied Japan,” unclassified, Foreign Trade and Commerce Division, ESS-SCAP, 
300.6, Tokyo, May 25, 1948. 
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Pakistan, Egypt, Australia, etc. Indo-Chinese anthracite is to be exchanged 
for Japanese silk, Indian cotton for Japanese textile machinery, Australian 
wool for Japanese silk and rayon. Siamese rice for Japanese rolling stock, 
etc. Even the Philippines, generally reluctant to take Japanese goods, 
agreed to exchange its lumber for Japanese cement. China has two sepa- 
rate open accounts with SCAP, one for government-to-government trade in- 
volving China’s Central Trust, the other for private trade with Chinese mer- 
chants. Since, during the first two years of trade, the Central Trust failed 
to deliver merchandise promised, a sizable balance in Japan’s favor devel- 
oped in the open account and SCAP refused to permit further shipments un- 
less there was a simultaneous transfer of Chine.'ie goods. As a result a very 
logical Chinese proposal to exchange Kailan coking coal for Japanese min- 
ing timber was turned down by SCAP on the ostensible ground that Japan 
itself was short of timber. 

Along with this attemi)t to develop inter-Asian trade, SCAP moved to 
restore foreign trade to private hand>. In August 1947, private foreign 
traders were admitted to Japan for the first time, for limited stays. Later 
the time limitation was relaxed. The hold of both the U.S. Commercial 
Company and SCAP's Foreign Trade Office over the marketing of Japanese 
goods abroad was relinquished and in August 1948 Japanese exporters were 
finally permitted to conclude direct contracts with foreign buyers as SCAP 
moved to break the grip of Boeki Cho over the Japanese end of the foreign 
trade. All contracts, however, must still be validated bj'*SCAP, 

Such are the essential features of Japan’s foreign trade over the first 
three years of the occupation. TMiile the trade and financial agreements 
have put a slight dent in Japan’s dependence on the United States for raw 
cotton and an even le.sser mark on her dependence upon food imports from 
the United States, they have not solved the major problem of imports from 
dollar areas and exports to non-dollar countries. Bridging this gap by 
means other than the current dependence on U.S. grants, is one of the two 
basic solutions which must be fortlicoming before Japan’s foreign trade 
(and her economy] can be placed on a self-.=ustaining basis. The second 
problem is how to raise the whole level of trade so that exports pay for a 
volume of imports sufficiently large to sustain 80 million people in four 
poorly-endowed islands. To solve this problem without increasing the dol- 
lar gap because of increased imports, or incur the enmity and retaliation of 
other countries because of increased exports, is fundamental to achieving a 
self-supporting, stabilized Japanese economy.’®'’ 


196 gee “ Japan's Role in World Markets," by Takahaslii, Kamekichi, in Contempor- 
ary Japan, Vol. XVI, Nos. 7-9. Tokyo. July-September, 1947, pp. 252-59; also “Overcome 
Deficit in Foreign Trade,” by Okusa, Takeo, in Sekai Keieai, October 18, 1948, and “ Re- 
habilitation of Asia and Japan," Kohmi Times, October 18, 1948. 
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Prospects fob RECorasY 

A variety of attempts have been made to blueprint Japanese recovery 
over a five-year period. Plans have been drawn up within SCAP, in Wash- 
ington, and by the JapancsP themselves. The target date for a self- 
supporting economy is 1952-53.^“® Until then continued dependence on the 
United States is envisaged. Let us examine the one plan that has been made 
public, that of the Japanese Economic Stabilization Board.*®’ 

Noting that “ the way of our economic recovery is far and steep,” the 
plan contemplates more than a threefold increase (over 1947) in mining and 
manufacturing, a ninefold increase in exports, a threefold increase in im- 
ports, a twofold increase in labor produetivit 3 ', and a twofold increase in 
the real national income in the target year. To achieve this it is further 
assumed that over two billion U.S. dollars will be forthcoming during the 
interim period and that the following conditions are fulfilled; 

1. The current inflation shall be settled within the first half of the 
planned period and its effect and menace to our economic stability will not 
assume such magnitude as will make the execution of the plan impossible. 

2. (a) The instability, political and economic, in East Asia will be 
speedily relieved, and (b) the free exchange of foreign currencies reinstated. 

3. Substantial aid from foreign countries mny be c.xpected in the process 
of economic revival and the export industry and modernization of key in- 
dustries will be stimulated by foreign credits from private sources. 

4. Difficulties in power supply and transportation will be solved dmdng 
the earlier part of the years under project, and the achievement of the plan 
will not be vitally affected by these factors.” 


100 Although recently lias come tho more realistic minor that “ Economic Recovery 
Plan May Be Dela3ed Two Years,” Tokyo Times, October 17. 194S. \ 

rj" Two reports on i cem cry have liocn published by the ESB since the first of 19481 
The fli-st report, the " Five-Year Plan for Japan’s Economic Rehabitation,” et January 
1948, gives a detailed plan for the rehabilitation of major industries for each year, be- 
ginning in fiscal 1948-49 (.April 1-March 31) and ending in fiscal 19S2-53. The seepnd 
report, ” Outline of Japanc-e Economic Stabilization Plan," of May 17, 1948, is essen- 
tially the same as the plan reporled in Januaiy but covers oub' tho target year 1^952-53, 
in which it is expected that Japan will bo self-supporting. Later it was proposed that 
1948 be regarded as a preliminary j-ear and that the plan cover 1949-1953. 

By a self-supporting or stabilized economy, the Japanese mean : 

“ 1. Livelihood of the people is stabilized on a reasonable standard of living. 

“ 2. Export is enough to meet the import of foodstuffs, industrial raw materials and 
other necessary goods. In other words, the balance of international payments is main- 
tained. , 

“ 3. Level of cconoinj* is raised and well-balanced structure of various component 
parts of economy is realized, so that the above conditions, 1 and 2. may be satisfied. 

“4. Efficiency of labor', or productivify of labor, is raised and full employment is, 
if possible, realized.” 

i8SSee “Economic Rehabilitation Plan Released," Tokyo Shimbun and Jfi/ion 
Keisai, May 18, 1948; also "Five Year Recovery Plan," Pt. I, Nippon Times. iS^ 18, 
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The Board confessed that “ eveiy item of these assumptions may seem 
to be too hazardous and optimistic. But, it must be emphasized that this is 
an ideal formula.” The overall goals set by the plan were as follows: 


TABLE S2 
Go.^ls fob 1952-53 


Category 

ms (A) 

1930-34 Average (B) 

Percent 

AojB 

Mining and Manufacturing 

130 

100 

130 

Coal (million m.t.) 

44 

31 

147 

Crude Steel (million m.t.) 

3A 

2.7 

141 

Ordinary Steel (million m.t.) 

25 

2.2 

105 

Cottoa Yam (million lbs.) 

990 

1,157 

85 

Spindles (installed) (millions) 

55 

S.0 

73 

•Agricultural Produce— Money Index 

115 

100 

115 

—Caloric Index .... 

116 

100 

116 

Rice (million koku) 

67.9 

61.0 

111 

Wheat and Barley (million koku) . . . 

Exports (in million dollars) 

Imports (in million dollars) 

24.4 

1.646 

1,657 

20.5 

(in October 1947 prices) 

U It 11 It 

110 

National Income (million j-en) 

Living Standards 

Consumers’ Expenditures (per capita 

145 

12.2 

121 

per annum— ven) 

Food (per capita per day — calorie.-) . 

116.0 

129.6 

90 

2,111 

2,242 

94 

Clothing (per capita per annum— lbs.) lA 

Source: Japanese Economic Stabilization Boawi. 

8,7 

85 


From the standpoint of eapaeity alone it should not be difficult to achieve 
this program, since in only a few cases does the ESB assume a capacity 
above the interim retention levels of the FEC. In steel the ESB figure of 3.8 
million metric tons is slightly higher than the FEC figure of 3.5, in ship- 
building it is slightly higher, ami the ESB emphasis on eleetrie power ex- 
pansion would seem to assume the abandonment of any plans to remove 
thermal power generation plants for reparations,'^®'’ but generally speaking 


1948, Pt. 11, Maj- 19, 1948, Ft. HI, May 20, 1948, Pt. IV, 21. 1948, Pt. V, May 22, 
1948. And “ Hopes Pinned on the Economic Rehabilitation Plan,'’ Pt. I, Asahi Shim- 
bun, May 18, 1948, Pt. II, May 19, 1948. 

IS® The recoveiy plan states; '’Ihe most importaiil condition to determine the 
tempo of Japan’s economic I’estomtion consists of three fuclors. namely. I'estoration of 
fuel and power supply, import of raw materials, and increase of transportation capacity.” 
The ESB anticipates a power shorlaae of about 200,000 to 250,000 kw. during each year 
of the program, even though it lias mapiicd out an ambitious program for expansion of 
hydroelectric power generating capacity. Japan has an estimated capacity of about 6 
million kw. at present but this is eoD-idcrably reduced during diy seasons. The ESB 
hopes to expand dry season capacity by 970.000 kw., using pari of this increase for the 
electrification of the railroads in order lo conserve coal. 

The Board also stresses the necessity for rehabilitating transporl.'ition, emphasising 
extensive repairs and maintenance rather than new production of rolling stock, due to 
the shortage of lumber, steel, etc. It advocates meeting transportation needs by shifting 
long-haul and bulk commodities to coastwide shipping. In view of the shipping short- 
age, however, this is questionable. It has an ambitious plan for building ships at a rate 
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ESB estimates of 1952-53 output are witliiu the range of present or permis- 
sible capacity. Xor arc the agricultural estimates unobtainable. 

It is in the assumptions regarding convertibility of currency, adequate 
internal controls, availability of U.S. fund*, import-export goals, and the 
level of output, to the extent that it is dependent upon provision of U.S. 
funds and attainment of export-import goals, that the plan seems optimistic. 
Furthennore, to the degree that realization of export-import goals depend 
upon the assumption of recovery and stability in the rest of the Far East, it 
is highly precarious. 

If the U.S. docs not appropriate the 2.3 billion dollars which the ESB 
plan assumes, then imports will tall short of the scheduled level, since even 
though overall Japanese import-export totals were in balance in 1952-53, a 
basic unbalance, as.=umed by ESB, would exist within the overall totals. 
In 1936, Far Eastern countries supplied nearly 60 percent of Japan’s imports 
and were markets for nearly 70 percent of her e.vports, while dollar countries 
(the U.S., Canada, etc.) received 17 percent of Japan'.* exports and supplied 
Japan with 25 percent of her impoi-ts. It is estimated, however, that, over 
the next five j’ears, dollar countries will absorb no moi'e than 15 percent of 
Japan’s exports while they will be called ujion to supply from 50 to 60 per- 
cent of Japan’s imports. Thus, unless tliere is currency convertibility or 
unless the U.S. finances the difference, the scheduled level of imports cannot 
be attained aiid production and exports will therefore also fall far short of 
the goals. 

The crux of Japan’s recovery problem is her foreign trade, and this in 
turn is dependent upon three factors over the next five years, currency con- 
vertibility, U.S, appropriation.^, and recovery in the Far East. The first' is 
unlikely on a sufficient scale to help Japan. The second is. even if forth- 
coming. a temporary palliative. The third holds the key to Japan’s recov- 
ery. With colonies lost, and with conditions chaotic in northeastern Asia, 


in excess of that, allowed by tlie ITilC inleiim TOUnlion level and aI*o plans to charter 
between 500,000 and 1,000,000 Rro** lon.« of foreicn shipping during the five-year recov- 
ery period. That a million Ions of foreign -hipping c.an be found and chartered seems 
optimistic. See “ The Five-Year Fieonomie Bcrovei-y Program." in 6’ci'ai, Tokyo, May 
18, 1948. Present Japanese steel shipbuilding capacity is about 800,000 gross tons an- 
nually. This compares with aclual eonsiruction in 1918 of 141,000 tons of steel shipping. 
In peak 1944 Japan built 1.6 million tons of slcel shipping and in 1930-34 an annual 
average of 81,000 Ion.*, The goal for 1932-53 i* about ono-lbird of the 1944 peak. 

Japan's mcrchani marine (*tcel ships of 100 gloss tons or more), which totaled 3.8 
million gross tons in 1930-34 anil 6.3 million gross tons in peak 1941. was 1.3 million tons 
in mid-1948. The larget for 1932-53 is 23 million tons or 60 iiercenl of 1930-34 and 40 
pcivenl of 1941. IVliile this year less than 5 iiercent of Japane.-c imporls have been car- 
ried in Japanese bottoms, it is hoped to raise the percentage to 30 in the target year. 
U.S. shipping interests have objected strongly to the large-scale reconstraction of Japa- 
nese merchant shipping. See publicly released letter of September 22, 1948, to General 
Draper by National Ferleration of American Shipping, Ine. on “Japanese Merchant 
Marino,” Washington, pp. 1-13. 
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. JAPAS’S ECONOMY IN WAR AND HECON'^TRI CTION 


Japan's principal alternative to dollar areas as a source of imports, Japan is 
presently dependent upon dollar areas while looking to im=ettled southeast 
Asia as a supplementary source of food and other import® and a probable 
major market for fabricated products. Basic solution' for Japan can come 
only with the complete integration of its economy with those of all other 
Far Eastern countries.^'"’ Unfortunately thi» waits upon the cooling of the 
boiling, turbulent cauldron that is presently Asia. But the longer this 
economic rapprochement in Asia is delayed, the more costly and the less 
successful will be United States efforts in Japan alme. Real economic re- 
covery for Japan would be gi eatly aided by the formulation of a compre- 
hensive and coordinated program for Ihc rcvivalyof all Far Eastern econo- 
mies, along the lines which the United States is mw pursuing in Europe. An 
integrated and cooperative Far Eastern ccon^nic recovery program would 
demonstrate to Asian countries, which have^ot as yet indicated a desire to 
welcome Japan and the Japanese back mly world economic and political re- 
lations upon a free and equal basis, quite/clcarly that our primary interest is 
their economic recovery and wcll-bcin^ Such a program would make them 
much more amenable to the revival o/Japan’s economy. The United States 
has the power, prestige and rosource/to bring about such an economic settle- 
ment. For the United States to attempt to foster the unilateral development 
of a Japan dependent upon the liperican economy might not only hinder 
but actually postpone the resumpjcion of those economic and political rela- 
tions with the world upon which /Japan’s self-support depends. To pursue 
independent, unrelated and ineff( ctive progi’ams in China, the Philippines, 
Southeast Asia, Korea, Japan, et :. simply does not make sense. Japanese 
recovery cannot be achieved in a Far Easteni vacuum. 


200 For a further discussiou see “ ConilictiDg Purposes in Japan, ’ by Sir George San- 
som, in Foreign Afainr, Januaiy 1948, pp. 302-11; see also, " Trial Balance in Japan,” by 
W. I. Ladijinsky, in Foreign Affms, October 1948, pp. 104-16, and “Japan’s Economy 
on the Road Back,” by Jerome B. Cohen, in Pacific Afiaira, September 1948, pp. 264-79. 
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CHART 1 

Organization of the Chemic^i. Indt,str\ Control Association 


fMSIDENT 


CHIEF OIIECTOR 


BOMO OF OmECTORS 
(19Nafnb«n) 


DEPARTMENT OF BENCRAL AFFAIRS 


BRANCHES 
IN HOME ISLAND 


SIX GROUPS 

(EACH UNDER A OiltCTOR) 


GROUP DEPARTMENT 

No (Each under a manager) 

COMMODITIES CONTROLLED OR DUTIES 

control company handling 

DISTRIBUTION 


Ammonium sulfiti 

Ammonium sulfate 



Cakiuffl cyanamide 

Calcium cyamnide 

Nippon ferNliaer Control Company 


1 Superphosphate 

Superphosphate basic slag mited terhiuers 




Sodium salts Caustic soda soda ash sodium bi and sequi 

carbooalcSi chlorine hfdrochlorit acid bleachini 

powdtf sodium hypochlorile Industrial Sodium Salts Control Coifipiny 



Magnesium oiidc uibonate andchioridi carnalhte 

Nippon Bittern Products Control AssKialion 


Phosphorus titanium otide 

Nippon Industrial Chemicals Conirol Co 


Sodium sodium pcroiide eyaoidc fHrocyanide 
and feriicyanide 

Industrial Sodium Salts Conliol Company 

Z InorginK chemicals 

Potassium hydrondt polauium salts 

Nippon PMassium Sails Control Company 


Sodium sulfale and sulfide 

Nippon ^bdium Sulfale Sullide Control Assn 


Carbon disulfide 

Nippon (athon Disulfide Coniiol AssKiation 

Aitificial abia»ves 

Carborundum alundum 

National Abrasives and Grindstone Conireli 
AssociaiiP'’ 

AmmcrHS 

Sulfuric and nitnc Kids 
and their silts 

Ammonia ammonium ulls mine Kid sodium mlnle 
and nitrate sulfuric Kid 

Nippon Sulfuric and Ntlnc Acids Control Co 

Synthetic organ* products 

Mclhanol bulanol formaldehyde urea heiamelhy 
lenetetiamine acetylene derivatives esters lyn 
Ihelic rubber plastin pUstrocers 

Synthetic Organic Products Control Company 
Synthetic AbSin Conirol Company 

Eaplosrves 

Dynamites ammonium nitrate and perdiNnale ri 
plosives black powder blasting caps detonators 
fuses (All lor industrial uses only) 

Nippon tiplosives Control Company 

Coke oven pioducis 

intermediate (aniline synihetw i^nol nitio 
benrene etc) 

Coke Ovcn Products Conirol Company 


Synthetic dyestuHs Photographic dmiivers Rub 
bei chemicals (acccleialors anitetidanls, etc ) 
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Carbon black 

Gas lamp naphthalene and acetylene Macks 

Nippon Carbon Control Company 


Oiygen and cakium carbide 

Oiygen ulcium carbide 

Nippon Carbide Contiol Company 


Oil and lat products 

Vegetable and animal oils and fats 

Oil and Fal Products Contro' Company 

Nippon Foreign Candle Industi/ Association 


Treated oils and lais 

Treated vegetable and ammat oih and tats 

Nippon Nstronat lapamse Candle tndusliy 
Assoc ral*** 

Nippoij^ Rubber Substilules Industry Assn 
Nippon Polishing Agents AssKialnn 

Nippon Polishing Agents Asmiation 

Niopon Margarine Industry AssKiation 

S 




Varnishes and paints 

Varnishes paints lacquers printing inks 

Varnish and PamI Control Company 


Investigation 

Puce ffiingand cal<Kling data on production wsis 
and ffnancial status ol membei companies 



Labor 

Labor allotments and labor statistics 


fi 

Materials 

Material allotments to member companies 



Tiansporlatiofl 

Planning tor transportation k used by membei 
companies 



SupervisKui 

Fiuncial supervision ol membei companies 
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CHART 3 

FlNlNCUl POHTION 01 17 HoLDIXO COMPANIES — J\P\\ 
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CHART S~(Continueil} 

Fix\xci,'.i Position- of 17 Holding Compan-ie'-— J\p\x 



510 



CII\RT 4 

\.L\ MINI- M 1’RODI (.^10^ iM> TmpOKI 

T ipin — 1930 to 1945 
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CHART 7 

Program vs. Actual Pbodoction of Engines 

January 1943-Augu8t 1945 
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Source; Industi-y Report, Aiieiaft Division, UJS Strategic Bombing Survey. 






CHART 10 

Japanese Naval Ohdnance Indices of Odtpdt 

(1941 Monthly Average = 100) 
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MONTHLY NAVAL SHIP CONSTRUCTION 
BY primary fleet TYPES* 
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CHART 12 

The Organization and BiwiNB*»-MANAGiiMESt AF 
Osaka Pheieltl'kad PoiJnJ Buiieai? 


Governor of Osaka Prefecture 


Osaka Police Bureau 


SetVm ‘ ' 


Matters 

Matters 

Matters 

Matters 


Guard Section 


Matters 

Matters 

Matters 


Police Dept. 


Peace Presef'ation 
Section 


[Matters 

[Matters 

[Matters 


Establishment Section Matters 
Fire-Brigade Action Matters 
Police Trainiti|_^^l|Matiers 


'Special Police Service fMatlcrs 
Section No. l[Malters 




Public Peace 
Dept. 


Foreign Section . 


[Matters 

.Matters 


Criminal Section ■ ■ Matters 
Economical Section Matters 
[Transport Section ■ ■ Matters 


Labor Dept. 


Labor Section • • • Matters 
Schedule Section , , Matters 
IMatters 

Mobilization section 
‘Insurance Section , . Mailers 


in relation with Personnel 
in relation with Hstablishmenf 
ih relation with Expenditure 
in relation with Communication 

in relation with Firearms and Exptahea 

in relation with Guards in General 

relating with Guards of the Adswioiig AlUM Fata® 

in relation with Movits and DrantiBS 
in relation with Business m Generali 
in relation with Moral 

in relation with Consiructiicns 

in relation with Fire-Brgade 

in relation with Training PbliCMneB 

in relation with Thought and ReOqgiain 

in relation with inspeciten of Nrfnr^pajjor art*® IWHInaiinm 

in relation vi;ith Koreans io Jaiwn 

in relation with Protecticn for Fmiiffms 
in relation with Nalionality 

in relation with Criminal Cases 

in relation with Economical Cimfie 

in relation with Transportation on ^ ^ 

in relation with Facloo* 

in relaliim with Laborers 

in relation with Distribution of 
in relation with Employment 

in relation witli Health 


Inlormatioii Section .... Matters in relation with Polities and Eleetiw 

Chief of Police Affairs. . Mailers in relation with Suoervillan df ^ @¥)A<nll 

Police Defense Division . . Guards on Actual Duty . 



CHART 13 

Organization and Function of the Executive Headquarters of the 
Osaka Prefecture for the Allied Forces Police Bureau 


Director of Police 
Bureau 

Keijiro (nomaia 


Oi ganwa t lon 

Duties Allot rd 


Head of Conitnumcat 

lun Section 

Takashi Ogino 

Meiters concerning Police and Ordin 
ary Irlephone 

Chief of Police Guard 

Head of Ihilice (juard 

Section 

Sadaharu Yuasa 

Matters concemmK Police Guards 

Ehvision 

Konai Kurashina 

Head of Public Pres 

ersation Section 

Ken^roMatsumoto 

Matters concerning Comfort and Amus 
ement Facilities 


Head of No 1 Esta- 
blishmcfU Affairs Sec- 
tion 

Ketji Horn 

Head of hto 2 Esta- 
falisbunent Affairs Sec- 
tion 

KajuK Kawasuchi 

Matters concerning Dormitory I-aLili 
ties, etc 


Head of Special Ser 
vice Section 

Takao Hayashi 

Matters concerning Thought etc 

Chief of Transport- 
ation and Public Peace 

Division 

Kiyoshi Odanri 

Head of Forcijm Sect- 
ion 

Takao Ha)83hi 

Matters concerning Allied People 

Matters concerning Translation and 
Guide 


He^ (d Transportat- 
ion Section 

Akikichi Yamada 

Matters concerning Traffic and Trans- 
portation 

y 

Chief of Public Utility 

Head of Labor Section 
Maaato Hamada 

Matters concerning Distribution of 
Labor 

T^daahige Tanaka 

• 

- 

Head of Cai and 
Electric Section 

Hideml FujHa 

Matters concerning Gu and Electric. 
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CHART 14 

Consumption op Staple Foods by Miners and Families, and Coal Phodoction 

JAPAN PROPER, 1991 — 1945 






CHART 15 
Cotton Ikdvstby 
Japan — 1926-1945 

SPINDLES 




SOURCE : JAPANESE TEXTILE ASSOCIATION 
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Raw Silk — ^Production, Imports, Exports and Consumption 

JkPAN — 1926 TO 1945 
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SOURCE* RAW SILK 0UREAU 


INDEX 

For index to laws and ordinances, see p. SiS. 


Accounting, control of industrial, 18 
Accounts, blocked. 94 
Administrative structure, 58 if., see also 
Government, Prefectural 
"^Aeronautical specifications, 156 

Agricultural: associations (local), 362; co- 
operative societies, 86, 87, 448; income, 
442, 443, 461; labor. 7, 8, 273. 274. 282, 
285, 290, 291, 292, 293 2.. 306, 307, 308, 
310, 311, 313. 314. 315. 316. 324. 325, 326. 
344; 345, 346. 365, 380-1 — sub-^idies to, 
360-1, 368, 382; machineiy, 311, 366; 
postwar goals, 502; production, 9 (see 
also Agriculture and various crops) ; 
quota deliverj' sj'stem. 462 
Agriculture, 364 2., 442 2.; decline of pro- 
duction, 9, 52, 294, 295. 311, 378; e2ect of 
taxes on, 461; government control of, 
371-2; share in chemical products, 182 
(see also Fertilizer); share in national 
income, 7, 461 

Agriculture, Ministry of (after 1943. M. of 
Agr. and Forestry), 8, 59, 71, 72, 74, 182, 
189, 274, 291. 293, 204, 326. 356, 359, 365. 
372, 373, 375, 376, 377, 384, 446; Agricul- 
tural Administration Bureau; 399, 400; 
Fertilizer Bureau, 186. 360, 361, 366; 
Fisheries Bureau. 371 ; Food Control 
Bureau, 369; Price and Loan Section. 
378; Rural Land Division, 444; Staple 
Foods Bureau, 367, 368, 369, 382, 383. 463 
Aichi Aircraft Co. (Aichi Hikoki KJv.). 

213, 221, 222, 226, 303, chart 5 
Aikawa, Yoshisuke, 33. 39, 59 
Air combat strength. 233. 242 
Air Ordnance Bureau, see Munitions Min- 
istry 

Aircraft Industries Control Association. 77, 
84 

Aircraft industr}-, 1, 2-3, 20, 23. 53. 56. 59. 
60, 70, 72, 73, 74. 75, 76, 77, 78. 79. 80. SI. 
87, 98, 102, 107, 109, 113. 114, 126, 130, 
131, 156, 157. 169. 178, 188. 192. 193 fl., 
201, 206 ff.. 245, 272. 319, 323, 325, 389, 
395, 414, 420. charts 5-9; earnings in, 333; 
employment in. 297. 298, 301-2. 3(K-3, 
307, 315, 316, 321, 326; houre of work in, 
341, 347; in Manchuria, 39 (see afso 
Manchuria); nationalization of, 83; 
planned dispersal of, 81 ff.. productive 
efficiency in, 350 

Airfield construction, 113, 166. 217, 218. 274. 
294, 301, 316; sec also Home defense 


Air pilot training, 143-4, 184, 196, 211, 215, 
217 

Air raids on Japan, effects of, 58, 81, 82, 
104, 114, 117, 120, 131-2, 142, 167-8, 169, 
179, 182, 186, 198, 200. 207, 208, 209, 215, 
231-2, 243, 270, 275, 321, 327, 342, 343, 344, 
353, 374, 376, 404, 406 ff., 413, 414-5, see 
also Bomb and fire damage 

Alcohol: allocation of, 80, 143; monopoly, 
24, 25, 68; substitution for gasoline, 144, 
146, 231 ; use of potatoes for, 182, 189 

All-Japan Agricultural Cooperative Soci- 
ety. 373 

All-Japan Coal Mine Control Committee, 
473 

All-Japan Council of Labor Unions, 438 

All-Japan Iron and Steel Company, 458 

Alum clay, 153-4 

Aluminum, 3, 33, 53, 66, 74, 79, 106, 107, 
109, 111, 147 ff., 174, 178, 190, 193. 227, 
228, 230 ; imports, chart 4 ; production in 
China, 44, in Korea, 37, 147 ff., chart 4, 
in Manchuria, chart 4; scrap. 156. 157, 
158, 228. 230; subsidy, 154; substitutes, 
153, 230 

American Cotton Manufacturers’ Associa- 
tion, Mission to Japan of, 390, 392, 394, 
483, 484, 488 

Ammonium industry, 113, 180. 181, 183. 
186, 187, 190, 366, 476, see also Chemiml 
industries. Fertilizer; prices, 360; sub- 
sidies, 99, 360 

Anglo-American Cotton Textile Confer- 
ence, 1948, 485 

•Anshan, 38, 129; iron mines. 117. 120, see 
also Manchuria 

•Antimony, 112, see also Feiro-alloys 

Armaments industiy, 193 ff.. see also Muni- 
tions, Ordnance, War industry; capital- 
ization, 16, 17; expenditure, 4, 6, 8, 9; 
financing of. IS. 19, 22 ff.; wages, 9 

•Armed forces, 287 ff., see also Army, Navy, 
Conscription; preferred status as con- 
sunicre, 379-80 

•Army. 287 ff. : administrative districts, 81 ; 
budget, 5, 6; control of fuel supplies, 135 
ff, see also Petroleum; control of ship- 
ping, 105; economic controls, 10 ff., 64, 
66. 69 ff., 73. S4; inventory of Chinese re- 
sources, 1934, 42; labor policies, 183; 
Mancbmian policy, 44; purchases, fi- 
nancing of, 19 ; rivaliyjWith Navy, 64, 73, 
74, 76. 78 ff., 81, 114, 121, 141, 212, 241 


525 



526 


INDEX 


Army Aviation Industry Control Associa- 
tion, 60, 71 

Army-Navy Oil Committee, 80, 134, 141 
Arsenals, growth of, 233 ; postwar reduction 
of, 420, 421 ; wages paid in. 9, 329 
Asano Honsha (Holding Company). 103. 
chart 3 

Ashida, Hitoshi, 439, 467 
Asia as market and source of imports, 494, 
603-4, see also various countries 
Australia: barter arrangement with, 500; 
market for silk and rayon, 500; opposi- 
tion to J. rehabilitation policy, 496. 496; 
source of wool, 396, 491. 500 
Automobiie : imports, 246, 362 ; prices. 362, 
364; industry, 23. 32, 43, 59. 246 ff.— em- 
ployment in, 297, hours of work in. 341. 
in Manchuria, 39 

Automobile Industry Control As^^ociation 
(Jidosha Tosei Kai). 237, 246 ff. 

Aviation gasoline, and attempted substi- 
tutes for it, 109, 138, 142 S.. 146, 184. 188, 
189, 228, 231, see also Gasoline, Fuel 
Aviation Industry Association. 220 

Balloon bomb campaign, 195, 235 
Bank; boiTOwings, (government), 89; con- 
solidation, 93; credit, 5. 16 ff., 89 If.; de- 
posits, freeaing of. 454; employment. 
321; failures, 1927, 4— averted in 1941. 19. 
20; note issue, regulation of. 20 if., 90; 
reson'es, 22; resources (provincial), 19 
Bank of Japan, 4. 9, 14, 19. 20-2, 41, 60. 71. 
85, 90, 91, 92, 96. 172. 183, 329, 356, 358, 
362-4, 424, 434, 448, 449, 451, 454-5, 460. 
464. 465, 466, 468 

Banks, commercial, 5, 87, 92, 93, 94, 449; 
provincial, 93 

Barley; prices, 384; production, 368, 464; 
and wheat — control of distribution, 372, 
373. stocks. 367 
Barter agreements, 499-500 
Bauxite (sec also Aluminum) : imports, 16, 
33, 45, 78, 109, 110 S.. 148 S., 193, 228; re- 
serve, 48, 67, 107 ; substitutes, 148 ff . 
Bayer process of Bauxite reduction, 148. 
161, 152 

“ Big Four ” Holding Companies, 101, chart 
2 

“Big Ten” Cotton Spinning Companies, 
486 

Bintan, source of bauxite, 148, 150 
Black market, 28, 64. 98, 205, 273, 285, 330, 
335, 337, 339, 356, 362 ff., 371, 374, 378, 
381, 382, 384-5, *386, 406, 410, 413, 418, 
444, 448-9, 454, 455, 460, 462, 463, 464; in 
land transactions, 444 ; in loans, 468 


Blast furnaces, built on continent, 121; 

proposed reduction in number of, 420 
Blockade. 56, 58, 104, 107, 110, 111-12, 113. 
114, 115, 119. 120, 153, 158, 161, 168, 267-9. 
377 

Boeki Cho (Tmde Board), 496, 497, 498. 
500 

Bomb and fire damage, 58, 107, 109, 110 
115, 132, 145 ff., 168. 168. 179-80, 182, 184, 
186, 189, 198, 207. 228. 243, 249, 275, 327, 
342. 343, 363, 404. 406 ff., 413, 414-5; 
compensation for, 83, 282, 374, 428 
Bond is.siie5, 9. 20. 21, 85 . 428; domestic, 
89; payable in foreign currcndes, 89; 
payment for government land purchase, 
444 

Budget. 4, 6. 8. 9. 86 ff.. 449 ff. 

Buraku-kai (Village .Associations)., 374 
Burma; as source of cobalt. 114. 115, lead, 

112. molybdenum, 228, rice, 369, tung- 
sten, 124. vanadium. 228; cotton textile 
imports, 490; cimency, 96; share in re- 
parations. 421 ; trade with, 68 

Business; consolidation, 100; deficits and 
reparations policy, 423, 425, 432 ff.; taxc-, 
8, 26 (see also Taxation) ; wartime con- 
trol of. 10 ff.. 18 ff.. 85 
Butanol (butyl alcohol), 188, 390 

Cabinet; Advi.soiy Board, 71, 72; Bureau 
of Statislic.s (Naikaku Tokei Kyoku), 6. 
7. 275. 276. 287 ff., 321, 339, 340, 356, 406; 
Coordination Bureau. 108; emergency 
labor plan. 312; Planning Board, 8, 22-3, 
27. 29, 31, 32. 46, 58 ff., 69 ff., 104, 112. 

113, 134. 135, 137, 149. 155, 254. 272, 279- 
80. 282. 305, 307, 308. 310, 312 ff., 324; 
Surveillance Commission, 286 

Calcium cyanamidc, 187; Calcium super- 
phosphates. see Phosphates 
Canada; as source of cobalt, 125, coking 
coal, 473, nickel. 114, wood pulp, 394; 
size of farms, 442 

Capital: allocation and subscription plan, 
94; and war indemnities. 429; formation 
of, 9, 64, 66; investment, control of, 16 
ff., 54, 60, 61, 70, 85 ff.; levy, 428-9, 454, 
455 ; postwar replacement of, 448 ff ., 464 
ff. 

Cartels, 10-11, 17, 28 ff., 391, 431, see also 
particular industries, Zaibatsu 
Casualties, 289 

Caustic soda, 190, see also Soda 
Celebes (see also Netherlands Indies), 
source of nickel, 114, 125, 228 
Cement: allocation, 166, 174; barter ar- 
rangement, 500; industry, 23, 32, 59, 99, 
113, 138, 151, 178, hours in, 341, in China, 
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43, m Korea 36, 43, mergers in, 101; 
postwar production, 470 
Central China (see also China) huancmg 
of occupation of, 96-7, motor repair 
plants, 247 

Central China Dei elopment Co , 43 
Central Foodstuffs Management Coipora- 
tion (Chuo Shohurj'o Eidan), 373 
Central Labor Belations Committee, 439 
Central Resen e Bank of China 96 
Ceramics industi}, 23, 170, employment 
in, 297, 299 

Cereals (see also Bailey, Food, Rice, 
Wheat) allocation of, 108, imports of, 
370, 478-9, output, 464, letail tiade, 373 
Chemical exports, 493, impoits, 493, short- 
ages, 108, 483, warfare, 180, 191 
Chemical induatnes, 1, 3, 23, 29, 32, 52 60, 
66, 67, 73, 76, 109, 110 ff , 170 178, 180 ff , 
319 (see also Diuga Djes, Fertiliser), in 
Korea 35-6, 36, 43, conieision of plants 
to, 389, 395, dependence on imports, 
189, employment in, 297, 299, 321— 
houis, 341, wages, 336, output, 351, post- 
war del elopment, 476-7, puce compensa- 
tion plan, 99 

Chemical Industry Control ks-ociation, 
183, 185, chait 1 

Chemicals Buieau (Kagaku Kyoku), 
Munitions Ministn 75 
China (see aLa Cential China North 
China) as source of chioniiuin 228 
coal, see North China, cotton 391, 489- 
90, iron ore, 112 110 117, 119 120, 127 
ran mateiials, 33, 42, 110 steel 115, 127 
tungsten, 124, colonization, 274, contiol 
of tiade, 68, cotton textile indn-tiy 490, 
cultiiated area, 442, cuirencx % 97, 
hydro-electric ponei 175, industiializi- 
tion, 420, inie-tments in 34, Japane-e 
army in 381 — inientorv of le-ouice- by 
42, lack of skilled laboi, 311 , inaiket foi 
cotton good- 490, Japanese tiinbei, 500, 
noolens, 491, po-tivai iiiipoits tioiii Foi- 
mosa, 478, postiiai trade financial ai- 
rangement, 499 500, shaie iii lepaia- 
tious, 421 , 1 technicians con-ciipted for 
woik in, 313 
China Affairs Boird, 68 
China Wai, 8, 9, 20, 22 52, 53, 90, 130, 194 
201, 216, 273, 274, 280, 309, 314 330 340, 
348, 372, effects of, 90, 91 
Chinese coal miners m Japan 165, 301, 325, 
418, labor conscripts ^4 308 315 316, 
325-6— for Formosa, 313 
Chlorine, 191, see also Chemicals 
Cho, Fumitsure, 18 
Chosen, see Korea 


Chosen Chisso Hiryo (Korea Nitrogenous 
Fertiliser Mfg Co ), 35, 36 
Chromite, chromium, 124, 125 126, 228, see 
also Ferro-alloys sources of 
Chosen Dengyo (Electric Power Corpora- 
tion of Korea), 35 
Civilian supplies 410-15 
Closed Institutions Liquidation Commis- 
sion (postwar), 431, 433 
Clothing allotment controls, 403, con- 
sumption, 388, 390-1, 396, 406, S02-, ex- 
penditures, 54, 354 ff , 387 ff , industries, 
1, 73, 387 ff (see also Textile), prices, 
359, 360, 406 , ratiomng, 403, 404 ff , 462 , 
standardization, 403 

Coal, 160-172, baiter arrangement, 600; 
consumption 108, 170-2, 483, imports, 
164, 472-3, 474, 493, m synthetic oil m- 
dustiy, 137 S , lack of, 33, 108, 110 S 
po-t»ar distribution plan, 431, postwar 
production, 470 471 ff , prices, 3M, sub- 
stitution foi gasoline, 142, 143, tar de- 
III atii es 183-4, 187 , transportation cost, 
466 

Coal Control Association (Sekitan Tosei 
Kai), 32, 98, 160 162, 166, 167, 300-1, 325, 
349 

Coal industry (see also Mining), 3, 22, 23, 
32, 52 59 106, 110 ff , 160 ff , 178, 319-m 
Koiea 35, 161 ff , in Manchuna, 38, 39, 
46, in Noith China, 42, 43, 44, 45, 78, ef- 
ficiency in, 348 349-50, maintenance 
problems, 131 , mine contiol committees, 
473, mining and distribution controlspOl, 
65, 70, 71, 77 108 174, costs and puces, 
465, Korean laboi in, 36, 165, 298, 314, 
326 347, 348, 418, five-year plan, 162, 
output, 418, 471-2 — and miners' diet, 385; 
leseive 67, 106, 107, 109, 160 ff, 187, 
puce legulntion 98, 360, 465, shipping 
allocation, 371, -iibsidies, 98, 162, 465, 
wages 334 

Cobalt, 110, 112, 125 126, 139 197, 243, see 
also Feiio-alloys 
Coke, 120 473, 474, see also Coal 
Collectiie bargaining, see Trade unions 
Columbiiim, shortage of 197, 243 
Combines see Caitels 
Commeice, employment in, 272, 287, 290, 
292, 295, 307, 312 313, 314, 315, 317, 321, 
325, 329 

Commerce (first Commerce and Industry 
later Agriculture and Commerce) Min- 
istry, 2, 14, 23, 31, 32, 59, 70 71, 74, 100, 
158, 312, 361, 412 446, 473; Board of 
Smaller Enterprises. 1^; Commercial 
Affairs Bureau 360; Consumer Goods 
Bureau, 414, Electric Power Bureau 
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(later in Munitions Ministry), 75; Fuels 
Bureau (later in Munitions Ministiy), 
24, 25; Industrial Bureau, 11. 62. 276; 
Iron and Steel Bureau (later in Muni- 
tions Ministiy). 26, 63. 74; Machineiy 
Bureau (later in Munitions Ministry). 
65; Mines Bureau (later in Munitions 
Ministiy). 148, 151; price control by, 
357-8, Raw Silk Bureau, 400. chart 
17 ; Textile Bureau. 387-8. 389. 396. 399, 
404, 405, 406. chart 16 
Commercial banks. 5. 87. 90. 92. 448: con- 
solidation of. 93 

Commodity Credit Corporation (CS A ). 
487, 489 

Commodity: price-!, set Price-; coniiol-. 
see Control .I-sociations. \arious com- 
modities 

Communication (.-ec nlso Radio. Trans- 
portation) — by courier. 275; companie-. 
control of, 43, 319; employment. 321. 

323, 325 — wages, 336: equipment. 197. 
see Electric power 

Communications Ministiy (-tc also Tran— 
portation), 59, 71. 74, 105. 253 if.. 351 
Conscription; militaiy, 317 ff.; of enter- 
prise, 319; of labor, 165, 271 ff., 287 ff., 
304 ff., 344 

Construction industries. 1. 2, 3. 106, 113. 
126, 130. 138, 169, 174. 272 . 410. set also 
Cement. Engineering, Housing; employ- 
ment in, 290. 292. 296 ff., 306, 307, 316. 

324. 326-day labor, 337. 338 
Co*sumcr commodities, 52, 74, 98. 312. 353 

ff., 410 ff.. 418. see also Food, Clothing, 
etc.; converted to war u-es. 146, 170-1, 
418; expenditures. 54, 56. 57, 86, 353 ff., 
416, 502. sec also Living co-ts; quotas of 
electric light. 177 v 
Consumer industries, 20, 101. 182, 191, 306. 
307, 309, 313. 319, see also commodities. 
Food, Textile 

Control associations (To.sei Kai and Tosei 
Kumiai), 31. 32, 58 ff., 60 ff., 76. 431, 467 
Control companies, 60, 61 
Convict labor, 301, 304. 315, 326 
Copper; embargo, 99; Philippines supply, 
46; price compen.'ation plan, 71, 99, 360; 
shortage, 46. 110 ff.. IS, 174, 243; re- 
striction of use of, 362 
“ Co-Prosperity ” Sphere, 33 
Corporate finance and accounting, eontrol 
of, 18, 19, 29 

Cotton; imports, 16, 110 ff., 390-1, 487 ff.. 
493— restriction of, 14, 15; price, 357, 458; 
production, in Clflna, 34, 43, in Japan, 
390; resen'e, 67; sources of supply, 33. 
500; stockpile, 3^ 


Cotton piece goods; consumption, 387, 388, 
390-1. 393. 485, chart 16; exports, 387, 
393. 396. 485. 489-90. 493, 494, chart 16; 
prire.s. 15. 363. 458; stocks. 393. 483 
Cotton textile industiy. 15, see Te.xtile; in 
China. 43, 490; coal consumption. 483; 
loans to. 486; mergers in. 101, 391-2. 393: 
output. 387, 390 ff., 469. 470. 484 ff.. chart 
16; postwar goal, 502; no. of spindles 
and looms, chart 15 

Credit; control of, 16 ff.— by Zaibatsu, 427, 
pO'twar, 427. 434 . 447 ff.; cooperatives, 
448; expansion. 19 ff.. 90. 448 ff.; guar- 
antee'. 90; -hort-term. 19 
Currency; bank reserves of, 22; expansion 
of. 90. 448 ; hoarding of , 17. 90 ; in circu- 
lation. 21. 91. 448; in occupied area', 96; 
I»o-twar control of. 447 ff.; postwar con- 
\ er-ion of. 454-6. 503 

Dai Xippon Ronni Hokoku Kai (Great 
Japan Day Laborers Association), 285 
Dai Nippon .“sangvo Hokokii Kai (Great 
Japan Patriotic Industrial Association), 
283. 284. 286 

Day 1-abor (-see also Labor, temporaiy): 

hour-, 342, 343 ; wages. 337 ff. 

Debt, national. 5. 21. 88-9. 449 ff. 

“ Debt I— ue Plan.'’ 94-5 
Deconeentration. industrial, 420 ff., 434-36 
Defen-e construction, see Home defense 
Deficit financing: of postwar rehabilita- 
tion, 448 ff.; of war preparation, 9, 21 
Demilitarization, 417 ff. 

Deniyoku Kyoku (Electric Power Bu- 
reau), see Munitions Ministiy 
Department .-tore sales, 415, see also Retail 
trade 

Deposit Funds Management Bureau, see 
Finance Mini-liy 

Depres-ion. economic, 4, 6, 283, 372; fear 
of po.stwar. 464 

Diamond,', -hortage of, 197, 243 
Diesel Automobile Co., 247, 248, 249 
Di-count rales. 20 

Dispersal and Defense Planning Head- 
quarter-. ere Munitions Ministry 
Dispersal of indu.stiT. 58. 81 ff., 151, 209, 
228, 231, 243. 249, 274, 282, 295, 327; 
compensation for, 89 

Distribution; companies (kodan), 467; 
controls. 10 ff., 22 ff.— planning of. 31, see 
also various industries and products 
Dividends; average rate of, 4; government 
guarantees of, 89 ; limitation of, 18 
Domestic service, 290, 292-3, 317 
Draft, see Conscription 
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Draper, Major General Ernest, 423-4, 503; 
Mission, 424 

Drugs, see also Chemical indusftj” con- 
sumption and imports of, 411, 493 
Dye production, 180. 188, 321 

Economic Commission for Asia and Far 
East (ECAFE), 494, 496 
‘ Economic Police (Keizai Keisatsu), 357, 
362,374 

Economic Rehabilitation of Occupied 
Areas (EROA). 491, 498 
Economic Stabilisation Board, 431. 448, 
452, 454. 455-6, 460, 464-5, 467. 474-5. 476, 
484, 501, 502 

Education Mini.'tiy (Mombusho), 273 
305. 322-3, 328, Student Mobilisation 
Bureau, 323 

Edwards, Corwin D.. 17. 102; Mission, 94, 
101, 103. 426 

Eidan tspecial corporations), 66 ff. 

Electric: consumer goods, 411; furnaces, 
124 ; light rationing, 177, 362 
Electric Machineiy Control Association, 61 
Electric Power Bureau (Denrj-oku Ky- 
oku), 76, 174, 177 

Electric power industry, 3, 22, 23. 33. 70, 
77, 108, 109, 111. 113, 170, 172 ff.. 321. 411 
—in China, 43, in Korea. 34, 35. 36, 43, in 
Manchuria, 34, 35; loans and subsidies, 
360, 466; machineiy, 32, 69. 61. 64, 78, 
206, 333, 420 

Electric power: distribution companies 
(Haidon), 175-6; mobilisation plan, 70. 
cost and rates, 466; navy equipment, 239 
ff.; postwar production, 470, 474, 475-6, 
502 

Embargoes, European and .\merican, 16. 

25, 99, 115, 123, 134 ff,, 148 
Emergency : regional powers, 83 ; relief, 67 ; 

price adjustment plan. 1943, 99 
Employment, 4, 7. 8, see I'nemployment, 
various industries; exchanges. 277. 279, 
312, 318, 334, 437, 440, 441; temporary, 
314 

Endo, Lt. Gen. Saburo, 75. 79, 232 
Engineering industries, 1, 2. see also Con- 
struction; employment in. 299. 306. 307; 
wages in, 331 

Essential Materials Supervision Corpora- 
tion (Juyo Busshi Kanri Eidan), 67 
Ethyl alcohol, 188 

Explosives, 109, 111, 113, 180 S., 351, see 
also Ordnance, Munitions 
Exports, 4, 11, 309, see also Foreign trade, 
various industries; postwar, 493 S.; post- 
war goals, 502 

Extraordinary Profits Tax, 29 


Factory: statistics, 276, see Manufactu> 
ing; training program, 274-5 
Fair Trade Commission (postwar), 432 ff., 

435 

Family : allowance, 333. see also 'Wage sub- 
sidies; expenditures, see Living costs 
Far Eastern Commission (FEC), 419, 421, 

436 

Farm: financing, 461; labor, see Agricul- 
tural ; postwar legislation. 443 ff., size of, 
296, 364, 442, 443-4; tenancy, 295, 364-5, 
442 ff. 

Farmers’: food allowance. 391-2; income, 
442, 443, 461; indebtedness, 442, 461 
Fats and oils: control of distribution, 372, 
postwar, 431 ; exports and imports, 493 ; 
industrj'. 60. 73 ; made into fuel oils, 146 
Ferro-alloys, importation of, 110 ff., 115, 
123 ff.. 197, 225, 228-9, see aUo Metals 
Fertilizer: control of distribution, OS- 
postwar, 431, 462; fish as, 379; imports, 
493, see also specific products; price con- 
trol, 360. 361; self-sufficiency in, 186; use 
in J. agriculture, 52, 296, 364, 365-6 
Fertilizer Control Co., 360 
Fertilizer industry, 22, 33, 73, 113, 178, 180 
ff., 191, 192, see also Chemical— in Korea, 
35; government loan to. 466; postwar 
pr^uction, 470, 476-7; subsidies to, 360, 
476-7 

Fmance Ministiy, 4, 5, 6, 8, 13, 14, 16, 17, 
18, 19, 22, 38. 41, 85 ff., 242, 359, 409, 434, 
450, 453; Deposit Funds Manage^nt 
Bureau, 86, 87, 448; Funds Utiliz^ion 
Committee, 17, 18; Monopolies Bureau, 
190, 274. 358, 386; Savings Bureau, 86, 
355; Survey of National Income, 1944, 
461 ; trade statistics, 69 
Financial : planping, 85 ff., 417 ff. ; postwar 
accommodation plans, 431; postwar re- 
construction. 448 ff. 

Fischer-Tropsch synthetic oil process. 138, 
139 

Fish: distribution control, 372, 377, 378-9, 
385; in diet of Armed Forces, 380; price 
ceiling, 382 

Fishing industiy. 43, 52. 113, 371 ; employ- 
ment in, 290, 292, 324, 325 f 
Five-year plans: for coal production, 162; 
machine-tool production, 201; postwar, 
rehabilitation, 501 ; steel production, 115, 
155— Manchuria, 155 

Flour and flour products: distribution con- 
trol, 372, 373, 374; imports, 479; price, 
458 

Flour mills. 73, 374— in Korea, 36, in Man- 
churia, 43 
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Food; allocation, 108 — to Armed Forces, 
380; certificates, 89; consumption, 477-8, 
502, chart 14 (sec also Nutrition) ; crops, 
output of, 464 ; distribution controls, 372 ; 
expenditures, 54, 353 If. (sec also Living 
costs) ; exports, 493, 494 ; imports, 368, 
478-9, 493— allocation of shipping to, 
371; monopoly, 383; postwar shortage, 
445 ; prices, 363 (see also Rice and other 
commodities) ; production— attempted 

postwar self-sufficiencj' in, 400 — in de- 
pendencies, 34; rationing, 362, 374 ff.; 
stocks, 366-7; substitutions. 376 ff.; sup- 
plies, 52, 107, 110, 115, 182, 192. 295. 339, 
348, 363 if.— postwar, 477-9 
Food industries, 1, 2. 22, 59. 73. 170, 178. 
319— in Korea, 36; employment in, 297. 
299, 307 

Foodstuffs Management Corporation. 373, 
374 

Footwear; domestic con^;imption, 412-4; 
prices, 359. 363 

Foreign Affairs Ministiy, 107; China Af- 
faire Board, 68; East Aria Bureau, 16. 
68; Manchurian Affaire Bureau. 8, 69; 
Research Bureau, 1. 2, 16. 29, 107. 110, 
119, 153, 190, 297, 425 

Foreign debt, 89, 424; postwar regulation 
of, 496 ff. 

Foreign exchange; control of, 12 ff.. 52, 68, 
396 (see also Foreign trade) ; depiction 
of resources, 9, 21; po.stwar need for, 
425 ; revolving fund, 14. 497 
Fo®gn trade, 5, 13 ff.. 68-9 (see also Ex- 
port, Import, various commodities) ; 
financing of, 17 ff.. 22, 68 ; postwar, 425, 
492 ff., 503-4; regulation of, 11 ff.. 32. 60, 
67, 68-9, 100. 394 

Foreign Trade Management Corporation 
(Koeki Eidan), 67, 68, 78, 431 
Formosa; aluminum production. 153. 154, 
155, 168, chart 4; bauxite imports, 148, 
153— stocks, 140; coal production. 163, 
164; economic development. 34; food 
consumption, 34; hydro-electric jxrwer, 
175; investments, 34; labor conscriiition 
for “southern territories,’’ 313: labor 
supply, 274; land monopoly, 34; produc- 
tion controls, 77; technical labor supply 
for, 313; source of supplies, 33, 34— 
ethyl alcohol, 188. pulp, 414, rice, 369, 
370, 478, sugar, 188, 370. 371', 478 
Fuel, 22 (see also Coal, Gasoline, Petro- 
leum): household consumption, dll- 
expenditures on, 365; postwar plans for 
distribution, 431 ; prices, 98, 360. 363, 364, 
458; pumps, 80; shortages, 107, 196 (see 


also various fuels) ; synthetic, 22, 24, 180 
ff., 389 

Fuels Bureau (first. Commerce, later 
Munitions, Ministry) (Neniyo Kyoku), 
24, 25, 76. 134, 140, 167 

Fujihara, Ginjiro, 66, 71-3, 74, 78, 83, 121, 
129 

Fukudome, Vice-Adm., 51 

Fund allocation, 85 ff. 

Fushun coal field (Manchuria), 163 

Gakuto Doin Kyoku (Student Mobilisa- 
tion Bureau). 323 

Gas companic.', 77. 170, see also Public 
utilities 

Gasoline. 109. 138 ff.: compulsorj' dilution 
of, 25. 188; jirice. 458; rationing, 362; 
siib'titutes, 146, 184 

General Federation of Japanese Trade 
Unions (Nippon Rodo Kumiai So- 
domei). 438 

General Mobilization Bureau (Sodo In 
Kvoku), 75. 77. 79-81, 108, 131, 282, 341, 
342.371 

Germany: air attacks on, 58; aircraft pro- 
duction, 208, 209. 210, 216, 217, 219; 
armament- production, 199; armed 
fortes, 287. 289; bomb damage, 353; 
chances m European war, 49. 50; coal 
output. 162; consumer expenditures, 354; 
con-umcr goods. 353, 416; economic 
mobilization. 57, employment of women. 
272. 290. 319 ; fertilizer production, 182— 
Use of. 365; labor force, 289; machine 
tool ))raduclion. 208; Naval Ministry, 
261; nutrition. 386; price control, 358-9; 
price trends. 97: reparations, 424; steel 
output. 348; taxation and national in- 
come. 53 

Glass: dome-tic consumption, 412; merger 
of work-. 101; ]jrice, 458; shortage, 243 

Goko. Kiyoshi, 2. 44-5. 60, 71. 84, 193, 220 

Gold: embargo, 5; produetion, 12, 21, 22, 
43; reserve. 4, 12. 20; shipments, to USA, 
21 ; standard, 5 

Government: bond-. 85, 87. 89. 90; em- 
ploi-ees. 200. 292. 293, 295, 307, 314, 315, 
317, 325, 437, 438, 439, 440, 449. 456, 457- 
8; expenditures. 4, 18, 19, 21, 85 ff., 417 
£1.. 449 ff.; local, 374, 445, 4^; monop- 
olies, 88, 452; prcfectural, see Prefec- 
tural; revenues. 21, 87 ff.; subsidies, 
loans, grants, 101 (see also Reconstruc- 
tion Finance Bank) 

Government and Relief in Occupied Areas 
(GARIOA), 491, 492-3, 495, 498 

Graphite. 110, 113 
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Great Britain: aircraft production, 210; 
clothing consumption, 405— rationing, 
404; coal output, 161; consumer expendi- 
tures, 355, 416; consumer goods, 353; 
cotton textile exports, 490; currency 
stabilization, 498; efficiency in coal pro- 
duction, 349-50; employment of women, 
272; farms, size of, 442; Labour Party, 
441; nutrition 386; postwar trade with 
Japan. 499; share in reparations, 421; 
souree of nickel, 114; stock prices, 4; 
taxation and national income. 53 , 453; 
war production, 57. 199 
Greater East Asia Co-Pro.«perih' Sphere, 
30, 33 if., 67, 110 ff. 

Greater East Asia Ministiy. 68. 110, 274 

Haidware and household furnishings: con- 
trol of production. 67. 74; exports, 493; 
prices. ^9, 363; shortages. 138, 359. 415 
Hatta. Yoshiaki, 44, 98, 358-9 
Hayashi, Gen,, Cabinet, 357 
Health, effect of war on. 310. 377, 411-12, 
see also Nutrition 
Hidaka, Hiroshi, 365 
Higashi-Kuni, Prince. 51. 104. 377 
Hijikata, Seibi, 5, 6 
Hiranuma, Baron, 51 

Hirohito, Emperor; Cabinet reports to, 71. 

354; Jushin reports to. 112 
Hirota, Koki, Cabinet, 8 
Hitachi Aircraft Co., Ltd. (Hitachi Kokuki 
K.K.), 222, 225, 229, 301-2, 303 
Hoarding, 17, 89, 357, 384-5; of war mate- 
rial, 464 

Hokkaido: bomb damage. 343: coal min- 
ing. 72, 78, 98, 109, 114, 117, 120. 140, 161 
ff.; farm size, 443; iron and ?toeJ indu.s- 
try, 72, 120, 124, 205; mine labor. 273; 
source of pulp, 414, 482— of sugar, 370 
Holding companies, 101, 102, 428. chart 3. 
see also Zalbat.su 

Holding Company Liquidation Commis- 
sion (Mochikabu Kaisha Seiri linkai), 
428, 430, 433, 435 

Home Affairs Ministry, 8. 72, 274, 280. 284, 
326, 374, 408, 409, 437 ; Bureau of Infor- 
mation, 281; Economic Police (Keizai 
Keisatsu), 357, 362, 374; Home .Affairs 
Bureau, TO; Social Affairs Bureau, 276; 
Special Higher Police, 286 
Home Defense, 244, 245, 274, 282. 296, 301, 
316, 326, 327, 340, 353, 374 
Home industry, 7, 312, 320, 398; exports, 
493 

Hoshino, Naoki, 29, 30, 33, 39-40, 55, 59, 
169, 312 


Hours of labor, 273, 281, 324, 325, 340 ff., 
439 

Household budget survey, 456-7 

Household furnishings, 414, see also Hard- 
ware 

Housing, 353 ff., 406 ff., see also Construc- 
tion industry; construction, 409; emer- 
gency, 345 ; a factor in dispersal, 82 ; loss 
of, 406 ff.; national expenditure on, 54 

Housing Coiporation ( Jutaku Eidan) , 409- 
10 

Hydro-electric power, 172, see Electric 
power 

Imperial Rule .Assistance Society (Taisei 
Yokusan Kai). 30, 285, 374 

Imports, 4, 11, 21, see also Foreign trade, 
various commodities; loss of essentia], 
56. 58. 110 ff.; postwar, 464, 493 ff., 502; 
restriction of, 14, 52 

Income, national, 6, 7. 9, 53, 87, 448 ff.; dis- 
tribution, 355; farmers’ share in, 461; 
postwar goal, 502 

Income tax, 86, 355-6, 451 ff. 

India: cultivated area. 442; market for J. 
textile machinery, 600; postwar barter 
airangement with, 499; postwar trade 
financing arrangement, 499; source of 
baiuiite, 148. cotton, 391, 487, 500, man- 
ganese, 114, 123 

Indo-China: as market for J. silk, 500; 
postwar trade financing arrangement 
with. 499; J. source of bauxite, 148, 150, 
coal. 164, 500, rice, 46, 369, 381, rulffier, 
112, tin, 46, 112 

Industrial ; accounting, 18 ; capital — control 
of. 16 ff., depreciation of, 18; consolida- 
tion and rationalization, 100 ff., 311 ; con- 
trol a'sociations, 11. 31, 59 ff.; converrion 
program. 73; costs and prices, 465; effi- 
ciency. 32. 52, 57, 58, 100 ff., 197, 272 ff., 
347 ff.; labor force. 7, 271 ff., 296 ff. (see 
also Labor) ; machinery, 32, 59. 61 (see 
also Machineiy) ; management, 32 ; na- 
tional service movement, 283 ff. ; operat- 
ing expenses, control of, 18 ; planning, 31, 
52; plant, 66, 67, 106-7 — converaion, in- 
demnity for, 94, dispersal, 58, 81 ff., 
seizure by unions, 438; production, 52, 
453, 456; profits, canalization of, 18; re- 
vival, 464, 468 ff.; technical development, 
32 (see alsb individual industries) 

Industrial Bank of Japan, 17, 18, 19, 20, 90, 
93-4, 103 

Industrial EquipmenLfFacilitles) Corpora- 
tion (Sangyo Setsubi Eidan), 66, 71, 74, 
82, 121, 389 
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Industrj-; capitalization of. 16 ff., 70; con- 
sumer. 20. 52, 101, 182, 191, 306, 307. 309. 
313. 319; expansion of. 3, 8, 9. 14-la. 16 
a., 28; hearT. 1 ff.. 9. 12, 16. 20. 22. 42, 52, 
58, 70. 74. 429 (see also Iron. Steel, etc.) 
—employment in, 297, 315, price control 
in, 361, recovery, 469-70; home, 7. 312. 
320. 398, 493; light, 1 B.. 7. 20.— employ- 
ment in, 297, 315; postwar operating 
deficit. 4^ 

Infiation, 8, 9, 90 B., 97, 330, 417, 447 B. 
Intelligence estimates. 4S. 147. 209 
Inte>island shipping, 109. 251 B. 

Iron industrv, 22, 25-8. 66, 70, 71. 99. 106, 
170. 178. 315, 328-9, 347, 31S. 420. 458— m 
China. 45, in Manchuria, 39. 45, 63 (see 
also Industry, heary. .Steel); output. 
475; postwar productian. 469. 470. 474 
B.; subsidies. ^ 

Iron ore: allocations. 108; allocation of 
shipping, 371 ; imports. 16. 26. 33. 45. 109, 
no S.. 474; reserve, 48. 106. 107. 110 B, 
118; resources of North China. 42. 43. 44. 
45 

Iron and Steel Bureau (Tekko Kyoku) 
(first Commerce and Indu«tiy, later Mu- 
nitions, Ministry), 26. 63. 75. 234 
Iron and Steel Control A^-ociation (Tekko 
Tosei Kai), 26, 27, 32, 59. 63. 71, 116. 118. 
119, 121. 125, 128, 130. 165, 299-300. 328. 
329, 431 

Ishibashi. Tanzan. 450 
Ishiguro, Baron Tadaatui, 373 
IshBcawa, Lt. Gen., 29 
Ishikawajima .Aircraft Indu-tnes Co.. Ltd 
(I. Koku Kogyo K.K.). 214. 215. 226 

Japan Coal Co. (Nippon Sekitan K.K ). 

17, 32. 61, 65, 160, 164, 167, 170 
Japan Economic Federation. 6. 7. 28, 30. 38 
Japan Electric Generation and Transmis- 
sion Co. (Nippon Ha«soden), 175. 176-7, 
179, 435 

Japan Iron and Steel Manufacturing Co. 
•(Nippon Seitetsu Kaisha). 17, 26, 27. 41. 
72, 120, 131, 435; removal of plants to 
Korea and Hopei, 129 
Japan Lumber Co. (Nihon Mokuzai K.K.), 
265 

Japan Nitrogenous Fertiliser Manufactur- 
ing Co. (Nippon Chisso Hiiyo), 35, 36, 
chart 3 

“ Japanese Engineering Standard," 123 
Johnston. Percy H., 423; Committee, 424, 
425-6 

Joshi Kinro Hokoku Tai (Women’s Volun- 
teer Corps), 316, 320 


Joshi Kinro Teishin Tai (Women’s Emer- 
gency Labor Corps). 320-1 
Jutaku Eidan (Housing Corporation), 409- 
10 

Juyo Bu«hi Kanri Eidan (Essential Mate- 
rials Control Corporation), 67 

Kailan collieries. 72. 500, see also North 
China 

Kamaishi .8teel Mills. 72. 120. 133 
Kamikaze (micide) weapons, 199. 211. 216- 
7 

Kammon Tunnel, 1)1. 161, 168, 178 
Kanegafuchi Boseki K.K. (K. Spinning & 
Weaving Co.) . 36. 43, 390, 435 
Karafuto, coal supplies from, 78, 140, 163, 
161. 165 

Kawabe. Lt. Gen.. 109. 215 
Kayo, Okinori. 95 

Keikinzoku Kyoku (Light Metals Bureau), 
see Munition* Industry 
Keikinzoku Torei Kai (Light Metals Con- 
trol Association). 71, 149, 150, 152, 153. 
156. 157. 160 
Kero.sene. 141 

Key Industrie- (see Industries, heavy); 
plans for mobilization, 70; postwar allo- 
cation of products. 431 
Kido. Marquis. 51 

Kigyo Seibi Hombu (Enterprise Readjust- 
ment Headquarters), 75 
Kikai Kyoku (Machinery Bureau), see 
Munitions Ministry 
Kishi. 33. 74. 77. 100 
Kodan (di-tnbiition companies). 467 
Koeki Eidan (Foreign Trade Management 
Corporation), 67. 68, 78, 100, 431 
Koiso. Kuuiaki. Cabinet, 78, ^ 

Koku Seiki Sokyoku (Air Ordnance Bu- 
reau) . see Munitions Ministry 
Kokiimin Kosei Ginko (People's Rehabili- 
tation Bank). 68, 94, 100, 101, 389 
Konove. Prince Fumimaro, 51, 354; Cabi- 
net. 11. 29 

Kon-ei Hombu (Naval Technical Bureau), 
195, 239. 240, 252 

Korea; aluminum production, 152. 153, 154, 
chart 4; bauxite imports,' 151 — stocks, 
149; coal imports, 170; cultivated area, 
442; economic development5,j33 B.; food 
consumption, 35; godemor-geiferal, 324- 
5; grain imports, 478; hydro-electric 
power. 175; industrialization, 420; indus- 
tries, 34-6 — si^idies to, 37; Japanese — 
army in, 381, population in, 36, invest- 
ments in. 36; labor supply, 274; lan^ 
rents. 34;) market for woolen textilesT 
491 ; motor repair plants, 247 ; nutrition. 
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478; production, 37; production controls 
imposed, 77; source of materials and 
electric power. 33, 34. 35, 110— coal, 140, 
161 ff., iron ore, 116, 117, 121. 127, molyb- 
denum, 228, nitric acid, 183. pulp, 414, 
482, rice, 368, 369, 370, 478, soy beans, 
478, steel, 115, 127, 129, tungsten, 37; 
technical personnel. 313. draft animals, 
296, tuBsah (wild silk). 400 
Korean: cotton textile industiy, 490; emi-< 
gration— to Japan. 36, '324-5, to Man- 
chnria, 313; miners in Japan, 165, 298, 
314, 325, 347, 348, 418; war workers gen- 
erally, 197, 290. 300. 301, 3^. 308. 310, 
311, 313, 314, 315. 316, 324-6 . 328. 339, 
348 

Kosaku Kikai Seibi KJv. (Machine Tool 
Repair Co., Ltd.), 206, 207 
Koscieho. see Welfare Ministry 
Kumiai (guild system). 10 
Kwantung Army; in control of Man- 
chukuo Government. 30. 38. 39; influence 
on home affairs. 30 

Kwantung Leased Temtory, 33. 37. 128, 
190, 313; source of tu.«sah (wild silk), 400 
Kyocho Kai (Society for Cooperation and 
Concord), 284 

Kyushu-Honshu tunnel. 111, 161, 168, 178 

Labor: absenteeism, 58, 113, 197-8. 231, 
274, 275, 279, 286, 300, 341 ff,, 376, 385; 
classification for food rationing. 375, 376, 
377, 385; command system. 327; condi- 
tions, standards of. 439-40; conscription, 
165, 219-20, 271 ff.. 287 if., 304 ff.. 317 ff„ 
344, 345, 436, 439; contracts. 440; con- 
tractors, 277, 440; corp.s, mobile. 282, 327. 
344; discipline, 281. 283, 286. 311. 339, 
344-5. 347, 439; disputes. 9. 169. 277. 281, 
286, 311, 437 ff.; draft, 317 ff,; efficienev, 
113, 165-6, 197, 219-20, 275. 286 ff.. 310, 
311. 313, 345, 347 ff.. 386; forced. 439; 
“front”, 282 ff.; hours of, 273. 281. 324, 
325, 340 ff., 439; legislation. 273, 277 ff., 
286, 320, 340 ff., 437 ff. ; relations with 
management, 281, 283 ff.. 327. 439-40. 442, 
473; mobilization — offices, 281. plans, 70, 
73, 271 ff., 304 ff., 317 ff., 340 If.; officials, 
training of, 440; patriotic societie.s. 285-6, 
327; postwar reforms, 436 ff.; recruit- 
ment, 437; registration. 278, 281. 292; re- 
lations committees, 437 ff .. 473 ; research, 
437, 440; shifts, 346-7; shortages, 9, 52, 
107, 165-6, 197, 271 ff., 335, 340 ff.— of 
skilled, 52, 66, 58, 136, 166-7, 193, 197, 201 
ff„ 219-20, 271 ff., 296 ft., 304 ft., 346, 347, 
348; supply, planning of. 31, 32, 53. 61, 
70, 82, 146, 197-8, 219, 271 ff.. 304 ff. 


in Korea, 37; temporary, 312, 326, 327, 
330, 337 ff.; training, 274, 275, 277, 302, 
316, 440; turnover. 166. 197, 273 ff.. 281, 
290. 300-1, 311, 316, 317 ff., 327. 336 ft., 
348; welfare dei'ices, 285-6, 327-8, 437 
' Land (sec aho Farm) ; commissions, pre- 
fectiiral and local, 445, 446; cultivated 
area, 365, 442. 478 — yield of, 444 ; govern- 
ment purchase and resale of, 443, 444 ff.; 
ownership, 443 ff.; reclamation, 478; re- 
form. postwar, 442 ff.; rent in kind, 442, 
446; values, 364, 442 ff. 

Landlord, absentee, 443 
Lead. 110, 111, 112 (see also Non-fenous 
metals) 

Leather and hides; cost and prices. 465-6; 
industries, 32 . 60 — mergers in. 101 ; pro- 
duction. 412 ff.; rationing, 362, 413 
Light metals, 147 ff. 

Link ” system of foreign trade, 14-5, 394, 
397 

Liquidation, compulsory, of business firms, 
100 ff. 

Living costs; 330. 334, 339. 353 ff., 387 ff., 
449, 456-7. 460, 461, see also food, cloth- 
ing. clc. 

Living standards: 52, 353 ff., 367 ff.. 387 ff., 
417, 419, 420. 469, 494, 501, 502. chart 14, 
see also Xutrition, Housing, Clothing 
Loans, see Credit: duplication of commer- 
cial, 93 

Lumt^r and woodwork industries, 22, 23, 
59. 67. 138. 265, 389— in Korea, 36 (see 
also Pulp); barter arrangements. jiOO; 
employment, 297, 298, 299; hours, 341; 
imports. 493; prices, 364; shortage. 410 
Luxury goods, 67 ; taxes on, 86 

MacArthur. General Dougins, 419, 424, 432, 
439. 456, 457, 473 
MacCoy, General Frank R., 422 
Machine building industiy, 9, 201 ff.: em- 
ployment in. 297, 298, 299, 321; wages, 
336 

Machine tool industiy, 22, 23, 62, 65, 73, 
78, 130. 167, 201 ff., 249, 272, 319, 420,— 
in Manchuria, 39, in Korea. 36; employ- 
ment. 297, 298, 299, 321; wages, 336; 
postwar production. 470 
Machine Tool Repair Co., Ltd. (Kosaku 
Kikai Seibi K.K.), 206, 207 
Machineiy: .breakdown of, 131, 167; con- 
version and sempping of, 388, 395, 418; 
exports, 493; removal, 82, 83, 249— post- 
war, 420 

Machinery Bureau, ^Kikai Kyoku). see 
Munitions Ministry 
Magnesium, 110 ff., 158 ff., 231 
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Magnesite production, Korea, 35, 158 ff., 
420 

Maintenance, crises in. 131 

Malaya: cotton textile imports, 490; cur- 
rency, 96; occupation, 117— support of 
army of, 381 ; source of bauxite, 148, 149, 
150— of raw materials in general, 33, 69. 
116. 117, 128; trade with, 68 

Manchukuo (see also below, Manchuria) : 
Economic Construction Program, 38; 
Emperor of. 30, 38 ; Japanese investment 
in. 30, 37 if.; railway construction ten- 
year plan, 38 

Manchukuo General Affairs Bureau, 30 

Manchukuo Industrial Development Coi^ 
poration. 33, 39, 59 

Manchukuo Light Metals Manufacturing 
Co. (Manshu Keikinsoku Seizo K.K.) 
39. 41. 155 

Manchuria; aircraft production, 215; coal 
production, 163, IW; colonization. 274. 
313, 314; control of trade, 18; economic 
development. 33 ff,, 37 ff. — ffve-year plan 
for, 8, 41. 155 : industrialization. 420 ; in- 
vasion, 44; investments. 41; Japanese 
army in, 381— investments in. 37 ff.; 
Korean labor for, 313; lack of skilled 
labor. 311; magnesium production. 159; 
iron and .steel industry, 38, 39. 41. 63, 115, 
127 ; market for woolen fabi'ics, 491 ; oc- 
cupation of, 4; railway developments. 
38; source of raw mater ial' for J., 33, 37- 
8, 110. 113— specifically, alirminum. 66. 
l84. 155. 156, chart 4. coal, 472. electric 
power, 34, 35, 175. grains, 370. iron ore. 
116 ff.. 127, nitric acid. 183. salt, 190. soy 
beans. 370, 478, vanadirrrn, 184. wool. 
396 : o'nthetic oil indrr'try. 137 ff. ; tech- 
nicians conscripted for\ 313 
Manchuria Heavy Indtrstrics Development 
Co., 17 

Manchirrian .Affairs Btrr-eau, see Foreign 
Affair's Ministry 

Manchurian Industrial Devoloiirnent Cor- 
poration (Manshu Jukogyo Kaiirrrtsii 
K.K., also called “ Mangj'O ''). 39 
Mandated islands, as source of raw mate- 
rials, 33. 34— specifically, bauxite, 148. 
149. 150, 153. phosphate, 191, sugar, 370 
Manganese. Ill, 112, 123-4, 125, see oho 
Fen'o-alloys ; Manganese alloys, 228-9 
Manufacturing, 319, 469: coal consumed in, 
472 ; employment in. 290, 292, 296 S.. 324, 
325; hours of work in, 341; postwar 
goals, 502; proflts7 8; share in national 
income, 7 ; wages. 336 
Mariannas campaign, 144-5, 200, 243-4 


Match industry, 191: prices, 359; produc- 
tion, 410-11; rationing, 362 
Material Mobilization Plan, 1944, 70, 80, 
369 

Matemls. allocatiou o(, 10, 23, 28. 58 6F., 81, 
see ako var. industries 
Medical care: expenditures on, 353, 355; 
plan /or, 70 

Merchant marine: 3, 104 ff., 114, 195, 196. 
251 ff-, 274, see also Shipping— arming of, 
244 

Mercur>\ 112, see also Ferro-alloj'S 
Mergers: of banks, 93; of business firms, 
100 ff.. of cotton mills, 391-2, 393 
Metal; imports, 16. 45, 107, 110 ff.; manu- 
facture:?. exports and imports, 493 
Metal indu<trie.«. 1 ff.. 9, 32. 59, 60. 64, 

70, 73. 77. 159. 170. 319: employment in, 
297. 299. 306. 307— hours, 341, wages, 
331. 333. 336; in Korea. 36, 45; in Man- 
cluiria. 45; light metal industries, 23. 60, 
73. 75. 147 ff.. 178. 190, 193. 225, 319- 
employment in. 302. in Manchuria, 39 
Metals non-ferrous — allocation, 108, post- 
war imports and exports, 493; shortages, 
107— .tec oUo si>pcific metals 
Methanoi. ISO. 183^184. 231 
Mica. .’*ource« of. 37, 112 
Migration, internal. 291, 295, 296, see also 
Di«persal 

Military: control of economy, 28 ff., 420. 
427; cx))enditurp-, 5, 8. 89, see also Bud- 
get; ordnance. .«hortage of, 243 ff.; per- 
sonnel. 2S7 ff.; scrip. 96; see also Army 
Mineral', see specific m., Metal; imports. 
493 

Minei>': food consumption, chart 14; 

hour<. 347; output. 348; wage's. 336, 465 
Mining. 113. 115. 161 ff., 170, 418. 469, 4(1 
ff.: in China. 43. in Manchuria, 38, 39, 
43; control of. 32. 43, 59, 64. 75, 319— 
postwar. 471 ff.; pinploymcnt, 271, 273, 
290, 292. 297. 298. 300. 315, 316, 324. 325, 
348, 418: etiuipment, 166, nationalization, 
propo-'cd. 473; postwar goaH, 502; 
profits, S. 465; regulations, 341; subsi- 
dies, 465 

Mi.«o (soybean paste), rationing of. 379 
MiUibi-'in: Bank, 90, 93; Economic Re- 
search Bureau, 6, 8, 311, 355, 429, 431, 
467, 471, 491; Electric Co.. 64; Glass Co., 
344; Hea\T Industries, Ltd. (M. Juko- 
gyo KIC.), 33, 44, 60, 71, 84, 126, 193, 
348, 435; Aircraft Division of, 126, 208, 
209. 212, 220, 221, 222, 223, 229; Honsha, 
2, 25, 31. 69, 101. 430, chart 3; in Korea, 
36; Kakagu K.K.. 458; Kakoki K.K., 64; 
Keizai Kenkya Kyoku, 27, 29. Ill, 201, 
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278, 330; Mining Co., 162, 167, 350, 385-6, 
471, chart 14; Navy yards, 2^, 259, 260; 
Oil Co., 138, 139; Shoji Kaislia, 69 

Mitsui: Bank, 93, 358; Bussan Kaisha, 24, 
69; Chemical Co., 390; Honsha. 25, 32, 
69, 71, 101, 102, 138, 430, chart 3; in 
Korea, 36; Mining Co., 162, 222, 471; 
Seiki Co., 435 

Mobilization, general or total. 10. 18. 54, 
57, 69 ft., 75, 271 ff., 287 fit., 304 ff. 

Mochikabu Kaisha Seiri linkai (Holding 
Company Liquidation Commission), 430, 
433, 435 

Molybdenum, 114, 124. 125, 126, see also 
Ferro-alloys 

Mombusho, see Education Ministry. 

Monopolies Bureau. Finance Ministry. 190, 
274. 358, 386 

Monopoly; attempts to control, 26, 63, 72, 
see also Holding companies, Zaibatsu; 
district bureaus, 72 ; national bureau, 190, 
274, 386; postwar control, 426, 427 ff. ; 
government m., 88. 383, 426 

Morita Index, 97 

Motor vehicle indic^tiy, 1, 2, 191. 195 ft., 
246 ff., see also .\utomobile, Tank 

Mulbeny production, 365, 369, .see also 
Silk industry 

Munitions industrj', 11, 19. 23. 52. 54. 55, 
56, 57, 58, 59, 73, 74-5, 76, 77, 95, 97, 106, 
109, no ff., 126, 190, 193 ff., see olso 
Armaments Explosives, Ordnance. Metal. 
Heavy; credits to, 90; emplo 3 -ment in 
300, 309, 316, 319, 321; hours, 341 

Munitions Ministry (Gunjuaho), eat, 1943; 
some of the biu'eaus named, fir«t in other 
mini^tries: 31, 32, 62, 73, 74 ff.. 95, 105, 
129, 130, 134 ff., 165, 174, 201, 274, 275, 
281, 282. 369, 431 ; .lie Ordnance Bureau 
(Koku Seiki Sokvoku), 23, 75 . 78-9, 87. 
157, 211, 212, 219, 222, 223, 224. 225, 226. 
227, 230, 232. 239, 298. 302; Chemical 
Bureau (Kagaku Kyoku). 75; Dispersal 
and Defense Planning Headquarters, 82 ; 
Electric Power Bureau (Denryoku 
Kyoku), 75, 174, 177; Enterprise Read- 
justment Headquarters (Kigyo Seibi 
Hombei) (later called Readjustment Bu- 
reau), 75; Fuels Bureau (Nenrvo 
Kyoku), 24, 25, 75, 134, 140. 167; Iron 
and Steel Bureau (Tekko Kyoku), 26. 63, 
74, 75, 234; Light Metals Bureau (Kei- 
kinzoku Kyoku), 75; Machinery Bureau 
(Kikai Kyoku), 66, 75, 77-8, 202. 203-4, 
207, 208, 364; Mines Bureau, 75, 148, 151, 
160; Non-ferrous Metals Bureau (Hi- 
tetsu Kinzoku Kyoku), 75; Superinten- 


£ 35 . 

dence OfiSces, 72; Total Mobilization 
Bureau (Sodo In Kyoku), 75, 77, 79-81, 
108, 131, 282, 341, 342, 371 

Nagano, Adm., 133 

Naikaku Tokei Kyoku, see Cabinet Bu- 
reau of Statistics 
Nakajima, Chikuhei, 232 
Nakajima Hikoki K-K. (N. Aircraft Co., 
Ltd.), 102, 208. 209, 214, 219-20, 221, 222, 

• 223, 224, 232, 302 
Nakajima, Kimihei, 220 
National: capitalization plan, 70; mobil- 
ization plans, 92, 304 ff. 

National Congress of Industrial Unions 
(Sanbetsu), 438 

National Federation of Rice Merebants, 
373 

National Financial Control Association 
(Zenkoku Kiuvu Tosei Kai), 60, 71, 85, 
92. 93 

Navy ; air depots. 303 ; budget, 5, 6 ; con- 
trol of fuel .supplies, 135, see also Gaso- 
line, Petroleum ; immobilization, 144 ; in- 
fluence on foreign policy, 45; need for 
machine tools, 201 ff.; ordnance, 233 ff.— 
output of. chart 10; purchases, 19; ship- 
building, 3. 193 ff., 250 ff., chart 11, see 
also Shipbuilding ; steel allotments, 234 
Navy Minisfiy: 5, 77. 130, 193 ff., 239, 242, 
252 S. ; economic controls, 59, 60, 64, 66, 
69, 73. 74. 76, 84, 104 ff.; General Staff, 
51; Militaiy -Affairs Bureau, 245; Tech- 
nical Bureau (Konsei Hombu), 195^239, 
240, 252, 255 S., 269, 304; yards and 
docks, 256 

Neighborhood associations, 86. 318, 321, 
366, 374 

Nenrs’o Kyoku (Fuels Bureau), see Muni- 
tions Ministry 

Ncllierlands, trade with occupied Japan, 
499 

Netherlands Indies (see also Southeast 
Asia); currency. 96; share in reparations, 
421; souree of raw materials, 33, 45-6, 
112, 114, 125 — specifically, bauxite, 148, 
149, petroleum, 133 ff., rice, 381, sugar, 
370; trade with, 68, 499 
New Caledonia, as source of nickel, 114 
“ New Economic Structure," the, 28-33 
Nickel, 16, ,45, 46, 110 ff., 114, 125, 126, 228, 
see also Ferro-alloys 

Nippon Boeki Tosei Kai (.Japan Foreign 
Trade Control Association), 67 
Nippon Chisso Hiiyo (Japan Nitrogenous 
Fertilizer Mfg. Co.), 35, 36, chart 3 
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Nippon Hassoden IvJv. (Japan Electric 
Generation and Transmission Co.), 17S, 
176-7, 179, 435 

Nippon Rodo Kumiai Sodomei (General 
Federation of Japanese Trade Vnions), 
438 

Nippon Seitetsu Kaisha (Japan Iron & 
Steel Manufacturing Co.), 17, 26, 27, 41, 
72, 120, 129, 131 

Nitric acid, 109, 131, 181 £(.. see ako Explo- 
sives 

Nitrogen. 181-2, 191. sec ako Fertilizer 
Nomura, Adm. Kichisaburo. 30. 133, 309 
North China (see ako China) : re.asona for 
occupation, 44; source of ran" materials. 
33, 42, 66, 72, 78. 114-spoeifically alu- 
minous shale, 150. 151. 153, coal. 119, 121, 
163 ff.. 472, 474, 300. cotton, 391. iron. 
120. salt, 190, wool. 396; steel production, 
129 

North China Development Co., 43 ff. 

Note issue expansion. 90 ff. 

Nutrition (see ako Food, Living Stand- 
ards), 52, 190, 344, 333 ff.. 367. 370, 371, 
375 ff,, 385-6, 477-8, 302. chart 14 

Occupied Japan Export-Import Revolving 
Fund (OJEIRF), 487-8, 498 
Occupied Territories (see China. Southeast 
Asia, etc.) : labor supply. 314 
Occupations, 52. 291 ff.; effects of, 417 ff.; 

food allocation by, sec food rationing 
Office workers, see Cominene, Govern- 
ment employment 
Oga^. Ichiro, 281 
Ohashi, 29 

Oil — see Petroleum; imports 108, 109; lu- 
bricant, 130; refineries, 22, 23-5, 107, 109, 
110-11, 134 ff.. 190; sj'nthetic. in Korea. 
35, 37; tankers, scrapping of, 146, sink- 
ing of, 142 ff., 194, 244. 231. 238 ff.; vege- 
table, sec Fats and oils 
Okinawa, 83, 146, 217, 243 ; sonree of sugar. 
370, 371 

Omura, .Adm. Ichizo. 45. 133 
Optical instruments, see Precision in-tni- 
ments 

Ordnance, 193 ff., 233 ff.. 272 (see ako 
Armaments, Munitions) : earnings in. 
333; employment in, 297, 298, 306. 307, 
321 

Ores, see Metals and particular metals; 

postwar imports and exports, '493 
Oriental Development Co.. 34 
Overseas, labor conscription for service, 316 
Overseas Consultants, Inc. (USA), 422-3, 
425, 479, 483 


Ozawa, .Adm., 144-5 

Pacific War (see ako China War) ; effect 
on financial system, 90 ff.; effect on labor 
allocation. 280 ff.; extent of, 193, 235 
Paint (sec ako Dyes) : exports, 493 ; mer- 
ger of plants, 101 

Pakistan: barter arrangement with, 500; 

source of cotton, 487 
Palau. 142 ; source of bauxite, 148 
Paper (see ako Pulp): imports. 493; in- 
dustiy, 43, 187. 389, 394, 418, 458 
Patriotic Industry .Association (Sangyo 
Hokoku Remmei). 284 
Patriotic L.abor Service Corps (Kokumin 
Ivinro Hokoku Tai). 285-6, 327 
Patriotic societies. 30, 284, 285-6, 310, 327, 
339. 374 

Paulev, Edwin W.. 419-20. 423. 484-5; Mis- 
sion. 421, 422. 425. 426-7. 474 
‘■Peace pieservation,’’ 273, 283, 374 
Penhsihu Collieiy and Iron Works (Man- 
churia). 39 

People's Rehabilitation Bank (Kokumin 
Kosei Ginko). 68. 94. 100, 101. 389 
Petroleum : allocation, 79. 80, 134 ff. — post- 
war plans for. 431; imports, 493; indus- 
tiy. 131. 132 ff.. 170— labor supply, 135-6, 
297; need for new sources, 45-6; prod- 
ucts. 470— postwar imports of. 493. retail 
trade in. 101; rc-'erve. 48, 107. 110 ff., 
134 ff.: -forage, 134-5; substitutes. 142, 
143. 146: -vnthetic, 35. 37. 80, 111, 137 
ff.. 1S8 

Phosphates and iihosphorites. 33, 52, 110, 
111. 191. 366. 477, see ako Chemical in- 
dustry, Fertilizer; prices, 360 
Philippine-: barter arrangement with, 500; 
battle for. 145-6. 232, 235; central 
bank. 96; cultivated area, 442; cuiTency, 
96; lo-s of ordnance sent to, 243; mar- 
ket for J, cement, 500; occupation of. 
117; oiiposition to rehabilitation policy 
for Japan. 495. 496, 500; share in repara- 
tions. 421 ; -ource of chromium, 114, 124, 
228, of copper. 46. 112, of iron ore. 116, 
117. 138. of manganese. 123. of .°ugar, 
370; supjiort of J. army of occupation, 
381; trade with, 68. 495, 496, 500 
Pine root oil, 146-7, 275, 345 
Planning Board, sec Cabinet 
Police: methods of control, 273, 275, 277, 
283, 284, 286. 318, 326, 334, 335, 337, 339, 
345, 357. 374, 382. 436-7 ; organization of, 
charts 12. 13 
“ Policy ” companies, 22 
Population, 287 ft., 407, 469 
Postal savings system. 86 
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Potash, 110 

Powder, see Explosives 
Precision and optical instruments: control 
of production, 32, 59, 61; industry — 
earuiugs,' 333. enipluyinent, 297, liuurs, 
341 ; in reparations, 421 
Precision Machinery Control Association, 
61,202 

Prefectural government: crop estimates by, 
462, 463; food controls of, 382; labor re- 
lations committees, 437, 439; land com- 
missions, 445. 446; material allotment 
controls by, 403; police organization, 
charts 12. 13; price controls by, 357-8. 
373 

Prefectural Liaison Investigation Commis- 
sions, 69. 72, 81 

Price: adjustment and compensation as- 
tern, 71, 358 ff.; compensation plan. 1943, 
99; controls: 10. 11. 28, 67, 68, 71. 75. 
356 ff. — in iron and steel industry, 27, in 
5 'en bloc, 15-6. 67. postwar, 433. 447 ff.; 
index, 4, 7. 97. 336. 415-6, 447-9, 459; rise 
of, 21, 52, 97 ff.. 273. 330, 356 ff.. 415, 458 
ff.— investigation of, 361 
Price Adjustment Corporation (postwar), 
431 

Priorities, 60, 65. 67. 70, 76, 77, 78-9, 106, 
126, 130, 131. 136. 246, 350, 362, see also 
various control associations 
Prisoners of war, employment of, 165, 289, 
301, 304, 315. 326-7 

Processing industries {see Food, Metal, 
etc .) : in Soutliea«f Asia, 110 
Production, 53 ff.: control of, 10, 22 ff., 54 
ff.; expanrion plan, 80; postwar trend.^, 
468 ff. 

Profits. 8; limitation of, 18; rc-invcstmcnt 
of, 9, 102 ff.; taxation of. 29, 428 
Property taxes. 409, 452. see also Capital 
levy 

Pii-Yi, Hemy. 30. 38 

Public corporation®, sec various commodity 
distribution a.^'-ocialions. etc.; postwar, 
431 

Public utilities. 250. sec also Electric power, 
Gas, Transportation; control of, 43, 319; 
employment in, 297. 299, 325, 438 
Pulp: imports, 493; price, 458; sources, 
389, 394, 418 

Pyrethrum production, 365 

Radio and radar: industry, 194, 224, 235, 
323, 347; Navy equipment, 239 ff.; re- 
search, 242 

Railroad: coal consumption, 472; control 
association, 60; electrification, 174, 177; 
labor, 274, 437; transportation, 107, 109, 


110, 117, 120, 151, 168-9, 170, 172, see also 
Transportation 

Rationing, 362, 374 ff., 408, 462; see also 
Priorities 

Raw materials (see also specific commodi- 
ties) : basic, lack of, 33, 48, 56, 104 ff., 
no if.. 193 ff., 346; control of. 32. 59 ff.. 
70 ff., 76; drain on, 9, 12, 103, 106-7, 110 
ff., 418; import of essential, 14. 15. 72, 
106-7. 418, 493; labor priorities for pro- 
duction of. 316; rising cost of, 21; post- 
war need for. 425, 464, 495; supply, plan- 
ning of. 31. 42. 67, 72, see also various 
industries 

Rayon industry (see also Textile), 15. 32, 
187 . 482 ff.; coal consumption, 483; 
eonvertion of plants. 389, 395; earth- 
quake damage to, 482; regulation. 395; 
yam and fiber production. 387, 393 ff. — 
postwar. 469. 470, 482 ff. 

Rayon pulp: imports, 482 ff.; price, 458 
Rayon textiles: barter arrangement. 500; 
export. 387. 394, 483-4; consumption, 
394-5; mixed with wool, 397 
Rccon^tniction Finance Bank, 449. 465, 
466. 467. 468 

Rccoveiy pro«pcct3. 601 ff. 

Reconversion, postwar. 417 ff. 

*• Reflation policy, 8 
Regional councils {see also Prefectural 
liaison commi.esions). 81, 83. 316 
Rent.®. 442 {see also Land) ; freezing of, 
358; paid in rice. 442 
Reparations. 417. 419 ff. ^ 

Retail trade. 101, 273, 312, 315, 373. 374, 
403. 415-6, 462, see also particular com- 
modities. Consumer; prices. 353 ff., 448, 
458 ff.. sec aUo Prices, Living costs 
Revenue, acc Budget: proportion to ex- 
penditure. 21 

Rice (see also Cereals, Food, Farm, etc.) : 
barter arrangements, 500; control special 
account, 372. 382 ; consumption. 362. 367 
if,. 478; crop estimates, 462-3; a® cur- 
rency. 385; delivery quotas, 463; in diet 
of armed forces, 379-80; distribution. 22, 
68. 101. lOS. 113. 362— control of, 372, 373, 
419; diversion to black market, 462, 463; 
imports. 368, 369, 478. 479; price, 358, 
360-1, 363. 371-2, 382, 383-4, 458, 460, 463; 
production, 7, 52, 296, 326, 365. 368, 369 
if.. 462 ff.— subsidies to, 368. 383-4 ; pro- 
duction in Korea, 36; rationing, 362 ff.; 
retail trade, 373; sales association.®, 372, 
373; self-sufficient, attempted. 368; 
sources of supply. SZj 34. 46, S2, 112, 368- 
9. .371; stocks, 366-7, 372, 382; yield per 
acre, 365, 366, 444 
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Bice Metchante’ Control Association, 372 
Boads. 249-SO, see also Transportation, 
local 

Rodo Kyoku (Labor Bureau), see Welfare 
Ministry 

Rolling stock, see also Transportation, 
Railway; barter arrangement, 500; con- 
trol of production and distribution. 32, 
60; postwar production, 302; shortage, 
120 

Rooiu Hokoku Kai, 339 
Rubber; goods, prices, 339; imports, 191-2; 
industry, 32, 60, 62-3, 81, 191-2, 413-1- 
employment in, 297, 321; oil from, 146: 
rationing, 362, 413; sources of supply. 33. 
45. 46. 69, no if.; stocks. 67; synthetic. 
188. 192 

Sakhalin; Korean labor .=pnt to, 313: Rus- 
sian claims on, 421; as souive of coal, 
472, ethyl alcohol, 188, pulp, 414 . 482: 
technical labor supply for. 313 
Sakomizu. Hisatsune, 41, 107, 108. 147, 
270. 346 

Salt; allocation. 108. 189-90; imports. 33, 
43. 108. 110. 113, 189-90, 386: industry. 
170: monopoly, 190. 386; price. 458: 
production— in China. 43. 45. in Man- 
churia. 45 ; rationing, 462 
Sanbetsu (Xational Congress of Industrial 
I’nions). 438 

Sangyo Hokoku Rcmmei Kai. 284 
Sangyo Sctsubi Eidan (Industrial Equip- 
m^t Coiporation) , 66 . 71. 74, 82, 121. 
389 

Savings. 17. 85 S.. 353. 356. 463; eompul- 
«oiy. 323, 327, 333. 374 
Savings banks, 5, 86, 87. con-olidation of. 
93 

Scientists, registration of. 278, 281 
Scrap : aluminum, 136, 157 ; iron and steel. 
26, 66, 99. 115, 146— rc-serve, 48. 73, 111, 
118; metal, collection of, 374 
Scrapping of textile machincrv, 388 ff.. 398, 
400 

Securities Cordinating Liquidation Com- 
mittee (Shoken Shoii Chosei Kvogi 
Kai). 433, 434 

Security; prices, control of. 19; holdings, 
85. 91, 428— sale of Zalbatsu. 430 ff. 
Sekitan Tosei Kai (Coal Control Associa- 
tion), 32, 98, 160, 162, 166, 167. 300-1 
Self-sufficiency, attempted, 110 ft.; as post- 
war aim. 423 

Sempaku L'nei Kai (Shipping Control .4s- 
sociation), 60, 71, 105, 251 S. 

Senji Kinyu Ginko (Wartime Finance 
Bank). 53. 90, 93, 94 


Shelter, 406 S., see also Bousing 
Shiina, Esatsuburo, 79 
Shimonoseki-Moji tunnel. 111, 161, 168, 178 
Ship Einkings, 196 S., 250 ff., 381 
Shipbuilding, 1, 3, 32, 59, 60. 66, 70, 76, 79, 
104 ff., no, 114 S., 126, 130, 131. 170, 171, 
178, 193 ff, 250 ff., 272, 319, 420; employ- 
ment in, 297, 298, 304, 315, 316. 326. 347, 
post-war aim, 502-3; price compensation 
plan. 99 

Shipbuilding Control Association (Zosen 
Tosei Kai), 33, 253, 256 
Shipping, 22. 23, 43, 46, 52-3, 57, 59, 60, 69, 
70, 72. 76, 78, 81. 98. 104 ff., 110 ff., 142. 
170, 171, 193. 250 ff 371 ; allocation. 371 ; 
compensation for commandeered. 89; 
cost charges, 466; crews, 350; earnings, 
333, 334; hours, 341, 347; inter-island. 
109; labor law, 439 : merger of firms, 101 ; 
postwar regulation, 431 
Shipping Control A.ssociation (Sempaku 
Unei Kai), 60, 71, 105, 251 ff. 

Shoes, see Footwear 

Shoken Shori Chosei Kyogi Kni (Securi- 
ties Coordinating Liquidation Commit- 
tee), 433, 434 

Shoyu (soybean sauce), rationing of. 379 
Siam; barter arrangement with, 500; mnr- 
ket for J. rolling stork, 500; source of— 
rice. 46. 369, 500, rubber. 112. tin, 46, 112, 
tungsten. 114, 124 

Silicon. 124, 125, see also FeiTO-alloys 
Silk; barter arrangement, 500; certificates, 
89. 402; cloth-export. 387. 396, 401, 402, 
480-1. 493, price. 363, 364, 481, output. 
387. 395. 399 ff.; compulsoiy adinixture.s. 
401; domestic consumption, 400-1, 480; 
exports, 399 ff., 480-2, 493. chart 17; re- 
serve fund, 402; industiy, 7, 22, 43, 59. 
365, 399 ff. — earthquake damage to, 482, 
com-ersion of plant, 389, conversion of 
area under mulbeny. 399, 480, 481, pro- 
duction. 480-2, chart 17, postwar produc- 
tion, 469, 470, 479 ff., scrapping of equip- 
ment, 400; price control. 402. 480 
Small industries, 2, 4 , 7. 28. 427, 436, 468, 
see also Consumers’, Home. Light, and 
specific industries 
Social security, 282, 315. 327 
Society tor Cooperation and Concord 
(Kyocho Kai), 284 

Society for the Promotion of Scientific Re- 
search, 125 

Soda: industry, 99, 189, 190-1; shortage of, 
108, 187, 483 

Sodo In Kyoku, see Total Mobilization 
Bureau, Munitions Ministry 
Solvay process of soda ash production, 190 
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South Manchuria Railway Co,, 17, 33 , 38, 
41,42 

Southeast Asia (see also various countries, 
Yen bloc) ; as supply source of raw ma- 
terials, 69, 96, 103, 110 ff., 119 , 133 ff., 148 
ff., 188 — of rice, 369; technical labor 
supply for, 313, 316 

Southern Development Treasury. 96 

South Sea Islands, 191 (see also Man- 
dated); Korean labor for, 313; technical 
labor supply for, 313, 315 

South Seas Development Co., 34 

Soybean, 33, 35-6, 146: distribution con- 
trol. 372, 377; imports, 370, 479; in J. 
diet. 370; prices, 363; products — prices, 
458, rationing of. 379, 385 

Speculation, attempts to control, 26, 53, 
372 

Steam power production and di'tribution, 
178-80 

Steel: allocation of, 108, 114, ff., 138, 166, 
167, 174, 181, 193 ff., 205, 234; specifica- 
tion standards, 123 

Steel Bureau (Tekko Kyofcii), see Muni- 
tions Ministiy 

Steel industry, 1 ff., 22, 25-8, 32. 45, 48-9, 
52, 63, 66 , 70, 72. 75. 78, 79. 103, 106, 110. 
113, 114 ff., 165, 170, 178. 193 ff., 228-9, 
247, 263, 319, 347, 420-in Hokkaido, 72. 
in Manchuria, 38 . 39, 41, 63; allocation 
of shipping to, 371 ; coal consumption, 
474; employment, 298-9, 299-300. 315; 
output, 348, 475; postwar goals, 502; 
postwar production, 469, 470; rehabilita- 
tion, 474 ff,; sub'idies, 360; wages, 328-9 

Stock market: boom, 1942. 53 ; control of. 

18 ff.; panic, 1920, 4 ; p.mic averted, 1941. 

19 

Stock piles: 48, 52, 57, 58, 66 . 67, 103, 106. 
Ill, 115, 118, 133, 149. 199. 366-7, 382, 393, 
418 

Stock price.*, 4, 19, 53 

Strike.*, 9, 169, 311, 457, see also Labor dis- 
putes 

Student: service corp*. 311; war workere, 
197, 219-20, 272, 273, 274, 281, 295-6, 298, 
300, 301, 303, 304, 305 ff.. 322-4, 345. 348— 
wages of, 328 

Student Mobilization Bureau, see Educa- 
tion Ministry 

Submarine: construction, 73, 235, 244, 252, 
261 ff.; warfare, 50, 58, 104, 105, 142, 144, 
194, 243-4, 250, 254. 261 S. 

Subsidies: to agriculture, 360-1, 368, 382, 
444; to industry, 98. 99, 111, 162. 360. 361, 
449 ; to mining. 471 


Sugar: imports, 479; price, 363, 364; ra- 
tioning, 378, 462; sources of supply, 33, 
34, 111, 182, 188, 370; stocks, 367 
Sulphuric Acid, 111, 180, 182 ff., 483 
Sumitomo: Bank, 94; Communicalious 
Equipment Co., 390 ; Holding Co. (Hon- 
shu), 25, 31, 101, 430, chart 3, in Korea, 
36; Metal Industries Co., 38^90; Min- 
ing Co. (Seika), 162, 471; Propeller Co. 
(S. Kinzoku Kogyo KJC.), 82, 216, 223, 
230, 303; Tsushin Kogyo KK., 241, 242, 
347 

Supreme Commander for the Allied Pow- 
ers, General Headquarters (SCAP), 63, 
66, 68, 94, 101, 102, 122, 123, 125, 127, 137, 
138, 167. 169, 172, 190, 207, 241-2, 249, 250, 
256, 264, 273. 286, 287, 372, 378, 379, 388, 
389, 393, 407. 413, 418, 421, 426, 428, 431, 
434. 435, 436, 440, 442-3, 444, 446, 452, 454, 
455, 456, 457, 464, 465, 477, 478, 479, 480, 
481, 485, 486 ff.. 493, 496, 497, 499, 501 ; 
Civil Information Section, 438; Eco- 
nomic and Scientific Section, 328, 499 — 
Legal Division, 62, Research Division, 
135, 151, 187, 366, 430, 452, 469, 470, 472, 
473, 476; Foreign Trade Clffice, 481, 499, 
500; Labor Division, 439; Military In- 
telligence Section. 67, 139; Natural Re- 
sources Section, 37, 115, 120, 123, 124, 125, 
134, 136, 154. 161, 162, 163, 166, 167, 173, 
174, 179. 191, 294, 365, 368, 447, 461, 462, 
463, 480; Taxation Adviser, 463; Tech- 
nical Intelligence Branch, 134; Textile 
Division, 481, 482, 483, 485, 488 j 
Supreme Wartime Economic Council, 30, 
71 

Suyetsugii, Adm. Nobumasa, 46 
Suzuki, Chuji, 71, 107; Cabinet, 83, 270 
Suzuki. Lt. Gen. Toshio, 31, 72 
Simthetic cloth. 187-8, 395-6 

Taisei Yoku*am Kai (Imperial Rule As- 
sistance Society), 30, 285, 374 
Tannerie*. see Leather 
Tank*, 194 ff . 236-8, 245, see also Ordnance 
Tax; bureaus, 72, collection, 374. 419, 452, 
457, 461 ; exemption, 26. 452 ; income, 86 
ff., 449 ff ; reform, 29, 450 ff. 

Taxation, 53, 85 ff.. 169, 355, 356, 451 ff., see 
Income tax; indirect, 86; of business, 8. 
26, 29, 452, excess note issues, 22, prop- 
erty 409, 452, war indemnities, 454. 456, 
war profits, 29, 428 
Tea production, 365 

Tekko Kyoku (Iron and Steel Bureau), 
see Munitions Mitaistry 
Tekko Tosei Kai (Iron and Steel Control 
Association), 26, 27, 32, 59, 63, 71, 116, 
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118, 119, 121, 125. 128, 130, 165, 299-300, 
328, 329, 431 

Tenancy, 295, 364-5, 442 fl. 

Tenants, land purchase by, 442 ff. 
Terajima. Adm., 264 
Tetraethyl, 189 

Textile Bureau, see Commerce Ministiy 
Textile Control Association. 387. 392, 403, 
404 

Textile fabrics: consumption. 387 ff., 492 — 
militarj’, 388; exports and imports, 14, 
16. 387. 479 ff.; price control, 357, prices, 
363; rationing, %2. 462 
Textile industries. 1. 2, 14-6. 22, 56. 66, 73, 
101, 170, 178, 180, 272, 319. 387 ff . see aU 
Cotton. Rayon, Silk: in China. 43. 44. in 
Korea. 36. 43; coal consumption, 472; 
employment, 297. 299. 307; hours of 
irork, 341, 346; machmeiy — barter ar- 
rangement. 500. scrapping of. 388 ff., 393, 
398; output. 351. 387 ff.; postwar produc- 
tion. 469, 470, 479 ff. ; prospects. 492. 502 
Textile Mission (.American Cotton Manu- 
facturers' Association), 483. 484. 488 
Thailand, see Siam 

Tin: J. need for. 43. 46, 110 ff.; Malaya as 
'Ouree, 69 

Tires. 192, 224, 414. sec aho Riibbei ; la- 
tioning. 362 

Tobacco: mdiistiy. 43. so Cigarettes; 
monopoly, 68, 432; puce control. 358, 
tax. 86 

Tojo. Hideki, 29, 59, 70, 71, 72. 74, 77, 142; 

Cal»uet. 32. 33, 69 ff.. 78 
Tokyo; population, 275. 407; prices, 1948 _ 
458, tnetropolitan goveinmenl, 456 
Toluol. 180, 184 

Tonari Gumi, sec Neighborhood .\-socia- 
tions 

To-ei Kai (National A-sociations) , 280 
To-ei Kumiai (industrial contiol a-socia- 
tions), 31, 280 

Total Mobilization Bureau, see Munitions 
Ministry 

Toyoda, Adm. Soemu, 49. 193, 197 
Toyoda, Adm. Teijiro, 31. 71, 83. 84, 146, 
165 

Trade plan, 1942. 70 

Trade unions, 282 ff., 448, 458 ; distribution 
of, 40. 273, 283-4, 286. 335 ; federations of, 
437-8 ; postwar reforms, 436 ff. 
Transactions tax, 452 

Transportation, see also Railway, Ship- 
ping: control of, 43, 319; difficulties in 
China, 44; from Manchuria, 370; gen- 
eral problems, 65. 70. 82, 98. 117, 120, 124, 
143, 161, 169, 183, 192; employment- in, 
274, 287, 290, 292, 295, 306, 307, 314, 315, 


323, 324, 346, 437— day labor, 337, 338, 
wages. 334. 336; local, 107, 113, 243, 246 
if.. 249, 345. 378, 408, 414; postwar aims, 
502 

Transportation. Minfstiy of. 59, 74. 76, 77, 
104. 106, 169. 186. 253, 265, 274, 350, see 
also Communications Ministry 

Trucks, postwar output of, 471 

Tungpientao (Manchuria), 129; iron 
mines. 117 

Tungsten, sourees of. 37. 112, 114, 124, 125, 
see also Ferro alloys 

Unemployment, 297, 310. 311, 315. 437.. 446, 
461, 467; in-urance. 440-1 

United Kingdom («ec also Great Britain) : 
clothing rationing, 404; coal output, 161; 
consumer purcha.ses. 416; earnings. 335: 
postwar trade with Japan, 499; price 
trends, 97; war effort. 199 

United Stale-: air combat strength, 51; 
aircraft production. 198. 210, 216, 219, 
350; anti-J. policy, 47; Army, 458— air 
forces, 51, irport on social security in 
Japan, 441. view on J. rehabilitation, 423 
ff.. 503; chemical industry, 180. 187; 
Clayton Anti-Tnist Act, 433; coal out- 
put. 161, 162; con-umer expenditures. 36, 
364-5, 416; ronsiimer goods, 353; cotton 
—stocks, ^4; cuiiency in circulation, 91 ; 
draft exemption-, ^0; economic re- 
habilitation of occuiiied areas (EROA), 
491, 498; efficiency in coal production, 
349-60; clertric power industry. 172; ex- 
plosives production. 185, 351 ; exports to 
Japan, 21, 478. 494. 500— of coking coal, 
473, cotton. 391, 487, 488, 500, ferro- 
alloys, 114, 124, food products, 478-9, 
petroleum product-. 133, 142, wood pulp, 
394; farms, size of. 442, 443; fertilizer, 
use of, 365; freezing of J. assets. 19; in- 
dustrial expansion. 3; interest in J. re- 
habilitation. 422 ff.; labor policy, 436; 
labor shifts, 346; land values, 442; ma- 
chine tool indiistiy, 201. 207 ; magnesium 
production, 159. 160: as J. market. 494— 
specifically for gold, 21, silk, 480-2; na- 
tional debt. 89; National Labor Rela- 
tions Act, 1935, 437; Occupied Japan 
Export-Import Revolving Fund, 498; 
ordnance production, 245; price trends, 
97; Raw Materials Revolving Fund, 
498; reparations, refusal of, 421; ship- 
building, 198; steel output, 475; stock 
prices, 4; strategy, 115, 236; tank and 
truck production, 189; tetraethyl pro- 
duction, 189; taxation in relation to na- 
tional income, 33. 88. 453; unemploy- 
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ment insurance, 440; war mobilisation, 
64; war production, 53-4, 56, 56, 114; 
workmen's compensation, 440 
Urban areas, evacuation of, 80, 94, 291, 295, 
296, 345, 407 ff.. see also Dispersal of in- 
dustiy 

Vanadium, sources of, 124, 125. see also 
Ferro-alloys 

Vocational; guidance, 440; training, 274, 
275, 277, 302, 316, 440 

Wage ; bonuses. 327 ff, ; deductions, 327 ff. ; 
payment, methods of, 334. 336-6 ff.. 439- 
40; regulation, 11, 28. 273 ff., 327 ff., 358 
—postwar, 424, 454. 456; subsidies, 282, 
285, 314, 318. 327 ff. 

Wages, 8, 9, 98, 273 ff., 315, 3l7, 324, 327 ff., 
440, 448, 449, 456, 457. 458 ff.; in kind, 
274, 327 ff., 375 

War: casualties, 289; crime trials. 30. 38, 
55; damage — indemnities, 83, 282, 374, 
42^9 — tax on, 454. 466; material theft 
and disposal of, 464; prisoners, employ- 
ment of, 165, 289, 301, 304, 315. 326-7; 
profits, 428; risk insurance, 89, 94 
War industries (see also Armaments, 
Heavy, Munitions, Ordnance); control 
of, 10 ff.; conversion to, 389-90; employ- 
ment in, 271 ff ., 296 ff.. 331 ; expenditures. 
64-5, 89 ; finance of, 85 ff,. 97, 98 ; mobil- 
isation, 53-4, 271 ff.; output, 53 ff.; price 
setting, 98 

War Ministiy, 5, 29. 59. 80. 77, 130, 189, 
193 ff., 236-7, 246, 284, 294 
Wartime Economic Council. 30, 71 
Wartime Finance Bank (Senji Kinyii 
Ginko), 53, 60, 93. 94 
Wartime Price Investigation Committee, 
361 

Welfare Ministry (Koseislio). 7, 53, 223, 
272 ff., 317 ff., 342 ff., 409, 436, 437; 
Housing Bureau, 410; Labor Bureau 
(Rodo Kyoku), 7, 289 ff., 305 ff.. 317, 322, 
327, 339, 344r5. 347, 430 
Wenger, Vice-Adm. Paul, 143, 261-2 
Wheat and barley; control of distribution, 
68, 372; imports. 479; monopoly, 383; 
prices, 458; output, 368, 464; stocks, 
367 ; yield per acre, 365. 


Woman workers, 7, 197, 219, 272 ff., 281, 
288, 290, 291, 292, 293, 294. 300, 302, 303, 
304, 308, 309, 310, 311, 314, 315, 316, 317, 
319-22, 324, 345, 346, 347, 348, 350, 390, 
437 ; hours of work, 340-1. 347, 440 ; pro- 
tective standards, 439, 440; wages, 328, 
333, 335, 440 

Women's Emergency Labor Corps (Joshi 
Kinro Teishin Tai), 320-1 
Women’s Volunteer Corps (Joshi Kinro 
Hokoku Tai), 316, 320 
Wood industries, see Lumber. Pulp 
Wool: imports, 14, 16, 387. 396-7, 490-1; 
military use of, 398, 399; stocks, 398-9, 
490; textiles— compulsoiy admixtures, 
397, consumption of, 388, 397, 399, 491, 
exports. 397, 398, 399, 490-1 
Wool textile industry, 14, 16. 60. postwar, 
490-1; conversion of plants. 389; output, 
387, 397 ff., 491; sempping of spindles. 
398 

Workmen's compensation, 440 

Yalii Hiier hydro-electric power develop- 
menl, 35 

Va-iida Hozensha, 60, 71. 90, 93, 101, 102, 
430, chart 3 

Yawata Iron Works, 26, 118. 121, 131, 300 
Yen, depreciation of, 5. 12, 21, see also 
Currencj-, Inflation, Prices 
Y’en-bloc. attempted self-sufficiency within, 
12. 16. 16, 33 ff., 67. 96, 111. 368, 369, 396 
Yokohama Specie Bank, 90, 96; Shanghai 
Branch, 96, 97 -> 

Yonai, Adm. Mitsumasa, 108; Cabinet, 29 

Zaibatsu, 17, 59, 69, 73. 90, 101 ff., 162, 424, 
426 ff., 471, 486, chart 2 
Zen Kankosho Rodo Kuniiai Renraku 
Kyogikai (Federation of Government 
Employee Unions), 437-8 
Zenkoku Einyu Tosei Kai (National 
Financial Control Association), 60, 71, 
85, 92. 93 

Zentai (Communication Workers' Union), 
437 

Zinc, 111 

Zosen Tosei Kai (Shipbuilding Control As- 
sociation). 253, 256 
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AgricuHurel Land Adjustment Act, 1938, 
443— Amendment Act, 1946, 443, 446 
Agricultural Products Control Act, 1941, 
291, 294, 373 

Agricultural Tools Distribution Control 
Ordinance, 1940, 366 

Animal Oil and Fat Distribution Control 
Order, 1942, 372 
Anti-Profiteering Ordinance, 1917, 357 
Anti-,Trust Act, 1947, 432 
Aquatic Products Control Oi-dinance. 1942, 
372 

'Armament Industry Mobilization 
1918, 11 

Bank Funds Utilization Order, 1940, 18 
Bank of Japan Act. 1942, 20 
'-Building C(m<-truction Control 
1939, 410 


Capital Adjustment Act, 70. 95 
fapital Levy Act, 1946, 429 
-^hingin Tosei Rei (Wage Control Ordi- 
nance), 1939, 278-9, 329 
Civil and Religious Liberties, Order for 
Removal of Restrictions on, 1945, 436 
Commercial Code, 430 
'Alommodity Price Regulation Ordinance, 
1938, 358 

Company .iccounts. Ordinance for Control 
of (Kaisha Koiri Tosei Rei), 329 
Company Accounts Emergency .4ct. 1946, 
^429 

Company Profit*. Dividend* and Accom- 
modations Order, 1939, IS 
Concentration of Economic Power, Act for 
Elimination of Excessive, 1947, 434-5 
Consolidation of Financial Institutions 
Ordinance, 1942. 93 

Control Companies Ordinance, 1943. 60-1 
Control of Iron and Steel Supplies Ordi- 
nance, 1940, 27 

Convertible Bank Xotes Regulation, Tem- 
poraiy Law Concerning Special Cases 
Relating to, 1941. 22 

Deposit of Bank of Japan Notes Ordi- 
nance, 1946, 454 

Depreciation of Fixed Assets of Corpora- 
tions, Ordinance for Regulation of, 1942, 
103 

Disposal of Funds Special Act, 1943, 94 


Economic, Industrial and Commercial 
Controls Directive of Supreme Com- 
mand for the Allied Powers, 1945, 454 
Economic Power, Act for Elimination of 
/•Excessive Concentration of, 1947, 434 
'''Electric Power Control Act, 1938, 175 
Emergency Coal Industry Control Act 
(Rinji Sekitan Kogyo Kanri Ho), 1947, 
/473, 474 

''Employment Exchange Act, 1938, 440 
Employment Security Act, 1947, 440 
Enforcement of Adjustment of Indu.*trial 
Orders Ordinance, 1944, 77 
Enterprise Readjustment Act, 1943, 94 
Enterprise Readjustment Ordinance. 1942, 
100 

Entei-prise Reconstruction and Reorganiza- 
^ /tion Act. 1946, 429 

Ordei-s, '^jjchange Control Act. 1933, 13, 397 

"Export and Import Commodity Control 
Act, 1939, 15, 16, 60 

Export and Import Trade Control Ordi- 
nance, 1937, 357 

Extraordinary War Measures Act, 1945, 83 


Act, 


Finance Control Organization Ordinance 
(Kinyu Tosei Dantai Rei), 1942, 92 

Financial Institutions Accounts Emer- 
gency Act. 1946, 429 

Financial Institutions Reoiganizatioi/ and 

/ Readjustment Act, 1946, 429 

'''Foreign Trade . . . Adjustment Act, 1937, 

^ W 

Foreign Trade Association Act, 1937. 14 

Fniit* and Vegetables Distribution Control 
Order. 1941. 372 

"gasoline and Alcohol Consumption Acts, 

,143 

“Uasoline and Heavy Oil Sales Regulation, 
1938,25 

Governmental Borrowing and Expenditure 
Reduction Directive of Supreme Com- 
mand for the Allied Powers, 1946, 454 

Holding Company Liquidation Ordinance, 
me. 430 

Revisioh of Ordinance, 1947, 430 

Industrial Loans, “Immediate Measures," 
1948, 467 

Interim Reparations Removal Directives 
of Far Eastern Commission, 421 
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Iron and Steel Scrap Distribution Control 
Ordinance, , 26 

I'!>ue of New Currency, Directive of Su- 
preme Command for Allied Powers for 
Control of, 1945, 464 

Labor Adjustment Ordinance, 1941. 278 
Labor Contract Ordinance, 1948, 440 
Labor Control in Essential Industrie^ Ordi- 
nance, 1942. 281 

'^.abor Mobilization Act. 1939. 279-80 
Labor Registration Act, 1941. 317 
Labor Relations Adjustment .Act. 1946. 43S 
Labor Staudaids Act, 1947, 439 
Labor Turnover Control Oidinance (Romu 
^hosei Rei), 1943, 320 
WTighf Metals Manufacturing .Act. 1939. 154 
Lu-vuiy Goods Production and Sale Pro- 
hibition Ordinance, 1940, 362 

^^lachine Tools Industry -Act, 1938. 201 
'■^iajor Industries Control Act*. 1931 and 
1936. 19-11, 32 

Major Industries Control Ordinance. 1941, 
11.31 

Meat Distribution Control Ordinance, 

1941, 372 

Mine Labor Ordinance. 1946. 439 
Miscellaneous Cereals Distribution Con- 
trol Ordinance. 1940. 372 
Miso (Soybean paste) Distribution Con- 
trol Order, 1942, 372 

Munkions Companj' Act, 1944. 74-5, 473 

National Compulsory Service Ordinance. 

1942, 320 

'^'ational Conscription Ordinance (Koku- 
min Choya Rei), 1939, 278 
National General Mobilization Law. 11. 18, 
27, 60, 92, 100, 277, 278, 282, 330. 403, 444 
New Rice Administration Ordinance, 1940. 
372 

Obligations Acceptance Order, 1941, 19 
Owner-farmers, Special Act for Establish- 
ment of, 1946, 442-3 

“Petroleum Distribution Control Ordinance, 
J939. 25 

'^troleum Industry Act, 1934, 23, 24 
W*etroleum Resources Development Act, 
y 1938, 25 

'^Physicians’ Compulsory Registration Ordi- 
nance (Chiryo Ifenkeisha Shokugyo 
^_yNoryoku Shinkoku Rei), 1938, 278. ffll 
Price Freezing Ordinance, 1939, 358, 361 


Private Monopoly Prohibition Act, 1947, 
433 

Raw Silk Distribution Control Act, 1941, 

402 

^w Silk Industrial Control Art, 1941, 402 
r-'^w Silk Price Stabilization Act, 1937, 402 
Restricted Concerns Regulations and 
Schedule, 1945, 428 
L^ice Act, 1921, 371 

Rice Bran Distribution Control Oidinance, 
^40, 372 

''fece Distribution Control Act, 1939, 362. 
372 

Rice Distribution Control Ordinance. . 1940, 
362 

Seaman’s Act, 1947. 439 
Soybean and Soybean Oil Distribution 
Control Ordinance. 1940, 372 
Special Wheat Distribution Control Ordi- 
nance, 1940, 372 

Starch Distribution Control Ordinance, 
1940, 372 

Stock Price Control Ordinance. 1941, 19 
Student Labor Ordinance, 1944, 281 
'-Synthetic Petroleum Production Act, 1937, 
’24, 137 

Tanning Materials Distribution Ordinance, 
^^941, 412 

Technical Personnel Compuboiy Registra- 
tion Ordinance (Kokumin Shokugyo 
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